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[CONFIDENTIAL]

REVENUE ACT OF 1938

TUESDAY, MARCH 29, 1938

UNITED STATES SENAW,
CoMmiirrnn ox FINANCE,

TIashington, D. C,
The committee met, pursuant to adjournment, at 9:30 a. in., in

the Finance Committee room, Senate Office Building, Senator Fat
Harrison (chairman) presiding.

The C711AIRMAx. All right, Mr. Secretary, if there are any parts of
this bill that the Department of Agriculture wishes to express itself
upon, this committee would like to have your testimony.

STATEMENT OF HON. HENRY A. WALLACE, SECRETARY OF
AGRICULTURE

Mr. WALLACE. Senator, at the request of the committee, I am glad
to be here to answer any questions which the committee would care
to ask of me.

The CHAIRMAN. Well, we would like to know what the views of
your Department are with reference to this pork amendment, atid also
with reference particularly to the amendment offered by Senator
0'Mahoney, thinking, perhaps, if the-pork amendment is taken up
that the cattle people ought to be taken care of also.
, Senator O'MABONzy. And two or three others.
Mr. WA7L AC. So the jumping off place is pork!
The CHAIRMAN. Vell, pork and cattle. If you want to discuss

perilla seed, flaxseed, sesame and whale oil, you may do that also.
Senator BARIKL.Y. How about processing taxes
The CAIIMAN. I take it he does not want to discuss the processing

tax with this committee.
Mr. WAiLACy. I think the most expeditious way, perhaps, would

be to read a rather brief statement here on the poric tax:
The CHAIRIMAN. Very well,
Ur. WALtscE. In a letter to the chairman of the Senate Finance

Committee, dated March 17. the Department of Agriculture ex-
pressed certain views in regard to the proposal to impose excise taxes,
in addition to the reirular duty,- on imports of certain pork products.
The following principal points were made:

First. That the proposed taxes would yield little, if any, additional
revenue and I -

Second. That the Imposition of these toxes was against the Interest.
of the American hog producer for the reason that our hog industry

23
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is on a substantial export basis and is, therefore, not in a position to
be "protected" against foreign competition through high import
taxes. On the other hand, the imposition of such taxes would
jeopardize the prospects of expanding foreign outlets for our surplus
pork and lard production.

The purpose of this statement is to ,present in somewhat greater
detail certain facts in regard to our pork export-import situation.

TREND OF PORK EXPORiS AND IMPORTS

In considering the trends in our foreign trade in pork it is essen-
tial to distinguish between the period prior to the 1934 drought and
the period succeeding it. In the 10 years ending in 1934 the United
States exports of pork And lard averaged 920,000,000 pounds
annually. The drought of 1934 did not affect the trade in pork
products until the following year. In 1934, for instance our exports
of pork and lard amountedto 585,000,000 pounds, while they dropped
to 186,000,000 pounds in 1935 and averaged only 189,000,00 pounds
during the 3 years 1935 to 1937.

On the other hand, pork imports averaged 8,300,000 pound; in the
10 years ending in 1934 but jumped to an average of 42,000,000
pounds in the 3 years 1935 to 1937. The largest imports, 75,000,000
pounds, were made in 1937. 1 1

The situation then, was this: In the 10-year period preceding the
drought-affected years1 pork imports were less than 1 percent of pork
and lard exports, while in the 3 drought-affected years pork im-
ports amounted to 22.5 percent of pork and lard exports.

FUTURE PROSPECTS FOR PORK EXPORTS AND IMPORTS

The larger corn crop of 1937 is resulting in a considerable expan-
sion in our hog production. Since this corn crop did not start to
come on the market until October last year there has not as yet
been time for any significant expansion in hog production. Never-
theless, the monthly trade figures through January of this year show
a definite tendency toward a decline in imports and an expansion in
exports. For instance, pork and lard exports in January 1938
amounted to 24,000,000 pounds or more than twice the exports in
January 1937. On the other hand, Imports of pork in January of
this year amounted to 3,753,000 pounds, compared with 5,832,000
pounds in January 1937.

There is every reason to expect that this trend will continue during
the current calendar year and, with normal production of corn in
1938, will continue into the next calendar year. In other words,
without the imposition of any, additional restrictions on imports at
all we are almost bound to see a substantial reduction in imports.
Exports also will increase although the extent of this expansion
will depend in part on what foreign countries do in respect to trade
barriers against pork and lard. Certainly, it -would be extremely
short-sighted to impose en import tax on pork products which would
represent protection only on paper at a time when strong efforts are
being made to enlarge our export outlets for the same products.
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A POSSIBLE ALTENATIVE

It is not believed that any increase in import taxes on pork would
be of real benefit to the American hog producer, but a plausible
case could be made for one particular increase namely, in respect
to canned ham. This product is the principal item in our pork
import trade and is more likely to continue to enter the United
States in significant quantities than any other pork item which we
have been importing during the drought years.

Canned ham did not enter into international trade at the time
the Tariff Act of 1930 was passed. In that act provision is made
for a duty of 31 cents a pound oxi bacon and ham. It also pro.
vides for a duty of 6 cents a pound or not less than 20 percent ad
valorem for preserved meats. This latter duty was aimed pri.
marily at imports of can beef. iA

When canned han te to enter the 111tq States the Treasuryclassified it undeKA paragraph relating to an ham at 3/
cents a pound 6ftead of under preserved meats at : cents a pound.

Now cannot beef, which was Osed an import 4ty of 6 cents
a pound, _iAs valued at, abut 10 cents pound durltig 1931. In
other w, the dutyo.i ca ned f a nto'nted to aboX 60 percent
ad valo On thiother hand, Aiport fylue of jinne ham
during IM37 was a out 2 V, a potnd so t %ttthe impot~ duty of
3 ceefs a pound am6noit-toeshthan .2 percent ad alorem.
If can d ham were to ha f~he ae euil~ient d valore protec-
tion asanned beef, the dqt on te basib df 1937 values, wo d have
to be about 1' centau ponistjof. cftts foundd .Wport. of ts. d p eciall, when it wE Id not
be of y value from te~ point af' f * of raising retur to our
hog p Wcers, is tb yrxdicukus. i ttheo is an arg ent, at
least frin the ree poit.o fvie',in favoiof incrsing the
duty on tanned hahb to the qu'jlent the dty on nedbeef.
This could be accomplishedby lioposing a 9%-cents eiso tax on
imports in dition to tht resent duty ot, cents a found.

Senator NtW'a. F twnWat ot.4ries does canned Mim come?
Mr. WALLAt From Czechoslovakia and Poland. 4
Senator WA8t, 4Was that the subject of the ent trade treaty?
Mr. WALLaCEMdc. N think not, Senator* beuse I do not know

of any atcion in the treAtymt ( lolkia that would preclude
this.

Senator WALSH. That treaty has just been signed?
Mr. WVALc. Yes, sir. Now, I have some tables here giving the

figures year by year on imports and exports of the various pork
products, and month by month during 1937.
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(The tables referred to are as follows:)
United States trade In pork and lard, 192-7

Pork I m- Pork ex- Lard ex- Exports of
ports ports ports pcard

....................... 8 1p000 lAfaxis 1,023 MaJ Iispollis
191227 40..................6X 5 717,077 J'119' 42

192 ...................................... 21. 8 .. ,o 70).0 9,.99
2....................... ............ 12,0 301.247 74 147 I1

19 .................................... S.. 2 313,684 M4M 1,191,52
1830 .......................................... .656 277.352 6K011 SA 93

1 A31 ........................... .......... 3- 967 15, 877 573249 73^173

[1932 ...... ....... : ... . . .11 ,

........................ .7. 1 280 52.154 W46
1933 ......................................... 3914 13, 35 284.239 729,274
1934 ................. - ... 116 15,42 434,91 2854%

Average 1925-34 .......................... 83 260,2562 6 I339 92%901

.. . .... ............. ... 4 97'300 18,040
........... 41.84% 6929 11Z 168 1M097

1937' ......................... ......... .... 74.831 93233 136,544 M9.11.

Average 95-3 1 ......................... 4389 7X,281 113.2368 193,649

' Preliml nar.

Uplted States exports o1 pork and lard, 1937 and January 1938
(Al ftmres prelmtnlary)

Month Pork Lard Total

1937: 1,".Pouad 1,000 eponm 1,J0pomad
January ....... .................................... 3,621 38, 56 1377
February .............................................. 4642 4,61 9.1 ,
Mar h .................................................. 8111 7.34 1,87

3,447 3, 230 13,737
6,453 13,03 A) 056

June ................ . 8 . ,847 14,15
July .............................................. 4399 7,823 I32
Auu t ............................................... .631 20D 1183
Septmber............................................ 3,200 9,906 X. 3,1?

Octbe.................................,0 13,M493 A3197
Novmbr...........................7.793 1&.447 2W6

December ................................................ 7.257 22.295 2,2

Total ................................................... 3, 233 13 578 194,811

192: Janua-y ............................................... 348 20. 453 23,941

1 Only ham% shoulders, bacon, and smdes.

United States pork imports, by months, 1937 and 1038
IAI figures prelial yl

Hams and Fresh, dl. p oa
you Mtd mouth aboers led, or frozen # etc. TOW

1937: 1,"0 poeade Jw pofts4. 7000 vozrd 1,000pomade
January .................................... 8,2 1.798 206 ,832
Febuar........................... 4,1 1M2 360 6.129
ar...................................... 3,251 3T2 427 7,873

3,453 190 4 3908
................................. . .3147 1.831 Gs 7,.50

July...................................... 9 M 116 00 7,445
Aug t .................................... 3745 358 672 774
eptembe -------------------------. .4093 ,402 329 3,824

Octbe..........................4279 1.344 567 3189November........................... 3277 61 002 4,861
December ............................. 3,2 2 1,108 281 5.242

Tota .................................... 47.422 20,876 6,6 74,830

193M January .................................. 2.523 793 437 3,783
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United States imports of Polish ham compared wicth United Stales exports of

hams and shouldcrs to the United Kingdom

United States United Slates
VeM 40MeDit. 31 SIV s" mygpts of Can-
Yeseaed ee31toh r n"d Wa fromethe United Pobd

Kingdom

!/f00 pow ads td000pW* a
13 .......................................................... . 47.80 3.37Ins ........................................................... 36,927 18.873
131 .................................................................. 34.S0 3Z 389

A rerge 1935-7 ................................................... 39 18210

SC Lssifed as "hams, sbouklets and bacon" but tomwhs almost entirely of canned harm.
* Prelimnay.

Senator WALsh. Mr. Secretary, if it was dealt with in that treaty
that we just signed, then whatever increase we might impose in this
law wohl(I have ]to effect, would it?

Mr. WJALACE. It would depend on what tile natutr of the wording
was, of course.

Senator WALSH. That treaty was for 3 years or 5 years?
Mr. WAMLLACE. I suppose 3 years.
Senator WALSh!. Is it not important to know that that was dealt

with?
Mr. WALLtACE. Undoubtedly, sir.
Senator Kiso. But whether it was specifically dealt with or not,

undoubtedly they covered the field, and if they omitted to put any
excise tax on that, obviously it was taken into account.

Mr. WALLACE. I am confident, Senator, there was nothing binding
in the treaty on the tariff rate oil ham.

The Ci.MInIAN. Could not von get the same result by changing
the classification of the canned ham, the classification that they putit id

Mr. WIVALACE. It would be necessary, Senator, task one of the
Treasury officials with regard to that point.

I do not know what difficulty they might have in reclassification?
Senator Ktxo. Why should we increase the tariff duty, or the

excise, in view of the limited importations and the constant increase
in our exports? If we are trying to get foreign markets for our
surphs products, you cannot have a one-lane road.

Senator CONNALY. Mr. Secretary, let rue see if I understand you.
I do not know whether I am correct or not, but this imported canned
ham sells at a higher rate than our ham does?

Mr. WALLACE. Well, as the result of this competition from Poland
and Czechoslovakia our packers became interested in bringing their
packing methods up to (late to meet this new kind of competition,
and they also are pitting out canned hams of a similar type. They
imitate tle package very closely incidentally.

Senator CONNALLY. What isthe differential in the price?
Mr. WALA CE. Theirs sells on about the same basis as the imported

product.
Senator CONNALLY. I think the Senator from Michigan called to

my attention the fact, especially in the case of'thie Polish ham, that
the Polish population, the peoil1e of Polish extraction prefer it, but
it ranges in a higher price range than the same kind of product
pl )duced in America.

53215-38-pt. 3-2
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Senator BRowN. I had the idea that, for instance, Hormel's ham
is much less in price than Polish ham.

Mr. WALLACE. The comparable ham with which I am comparing it
is Wilson's Tendermade ham, and I understand the Wilsons sell the
Tendermade ham at about the same price as Polish ham. As a mat-
ter of fact, when I was in Chicago recently, Wilson spoke to me
about this matter, and was very emphatic about the fact that his
product was fully equal to and probably better than the Polish ham.

Senator BARKLEY. Did the packers tell you about this canned ham
business?

Mr. WALu. Yes.
Senator BARKLEY. What proportion of hams that are imported in

this country are canned hams?
Mr. WALLACE I cannot answer your question.
Senator BRowN. Mr. Secretary, the balance of trade is very much

in our favor in regard to Poland, is it not?
Mr. 1VALA.cT. Oh, yes.
Senator KiN o. The same as Czechoslovakia?
Mr. WAuLcA. I assume so.
Senator BRowN. I just want to say, of course, there is a very large

number of Polish people, and Senator Connally intimates the south-
ern part of Michigan, who want to have the tax left off.

Senator BULKLEY. 31r. Secretary, how much does this kind of im-
portation amount to, that is, in regard to the Polish people who like
Polish ham better? Is that a large item?

Mr. WALLAC. As an average, in the last 3 years we imported
18,000,000 pounds annually.

Senator Bvu mu. And that includes the importations due to the
tastes of certain people?

Mr. WALLACE. Yes.
Senator BurxLsy. I mean the particular kinds of importations that

Senator Connally refers to, because a lot of Polish people live in this
country and they for some reason or other, like their Polish ham.

Mr. WALLACE-. I cannot say whether this particular canned ham is
a product based on national taste. It is my understanding that that
is a rather new product, both to Poles and to Americans, as far as
that goes. It is not one of these delicatessen store products.

Senator BULKLY. The delicatessen importation does not amount
to a great deal, does itt
'Mr. WALLAcE. Not a great deal, no. The whole imports are

normally less than 1 percent of our pork consumption.
Senator BuLrxrs. That is what I want to make sure of.
Senator CONNALLY. Mr. Secretary, I thought you said awhile ago

it was 1 percent of our export.
Mr. WAL A c That is right.
Senator CONNALLY. And now you say "consumption," which is

totally different.
Mr. WALLAcE. I said less than 1 percent of our consumption. I

said during the 10 years ending in 1934 that the imports were about
3 percent of our exports, and thRt is all-pork products, including
lard, and during the last 3 years the imports amounted to 22 percent
of our exports.

Senator JOHNsoN. And during the last year, 1937, what were
they?
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Mr. WALL CE. During the last year, as I indicated, the imports
were 75,000,000 pounds.

Senator BARNKL.Y. You mean all pork imports in 1937 amounted
to 75,000 pounds?

Mr. WALLACe. Yes.
Senator BARKLx-. That is still less than 1 percent of our consump-

tion?
Mr. WALL cE. I cannot answer with certainty on that, Senator.

Here is a rather interesting consideration, however: This past year,
1937, which is the year of the largest imports, when the two droughts
had the cumulative effect, that our imports of Polish ham were almost
identical with our exports of ham and shoulders to Great Britain.
The 1934 drought had its effect on ham marketing in 1935, and the
1936 drought had its effect in 1937. The 1934 drought still had a
carry-over into 1936. In that 3-year drought-affected period we ex-
ported more than twice the quantity of shoulders and hams to Great
Britain that. we imported from Poland.

The CHAnEMIAN. If you were going to make a suggestion to this
committee with reference to this provision, what would be the amount
that. you would put on this canned ham? Would you restrict it to
canned hams in this case?

Mr. WAT cE. I would restrict it to canned ham; yes, sir.
The CIrATRMAN. What rate would you fix?
Mr. WAutmcE. I think I would make it about 6 cents a pound.

That is on the theory that it would make it easy for the Treasury
Department to do what they should have done in the first place.

Senator HRRINo. You mean a total of 6 cents?
Mr. WALLAc. I mean a total of 6 cents. That would be 2/ cents

additional.
Senator CAPPER. Mr. Secretary, in the last 2 weeks we have had

here before this committee the representatives of six of the National
Producers organizations. They Zhme here voluntarily, every one of.
them strongly protesting againk the present situation and supported
especially this 6-cent excise pork tax. Here I find, for instance, a
statement last week of Mr. Stebbins. of the United States Livestock
Association. He said to this committee:

The pork-producing Industry of our country Is faced with an extremely strionx
situation. Pork imports, particularly from Continental Euroro, have nceseAsed
by leaps and bounds during the past 4 ymts. The proposed tax will serve the
double purpose of providing much-needed revenue to the Government anq of
equalliing in pait, at least, the competitive situation with which our domestic
bog producers are confronted.

Let me present a brief table of figures which covers total pork Imports from
all countries.

He gives figures which cover the total pork imports from all
countries , starting with 1934, when we had only 1.647.000 pounds,
and rapidly increasing until last year when it was 74,000,000 pounds.
He says:

It can easily be seen that the proposed tax would yield conslderable new
revenue and yet It cannot be looked unon as otherwise than a compensatory
measure to partially equalize the difference between domestic and foreign
production costs.

Mr. WAtLLCE. Where is Mr. Stebbins from?
Senator CAPPIR. How Is that?
Mr. WALLAce. Where is he from?
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Senator CAPPER. He is from Kansas City. That is the headquar-
ters of the United States Livestock Association.

Mr. Hildebrand, of Nebraska, is president of it.
A similar statement is made by Mr. Mollin, of the American

Isational Livestock Association.
Mr. VALA,.%CE. I know as much about hogs as those gentlemen do.
Senator CAPPER. Then we have here a joint statement signed by

a number of these organizations of farmers as well as livestock pro.
ducers. The president of the National Farmers Union came all the
way from Kansas to protest and to urge this pork tax, and here we
have a statement from Mr. Fred Brenckman, of the National Grange,
in which he says official figures of the Department of Commerce
show that our import of these products are going up rapidly, and
he gives the quantity of live swine fresh pork, hams, shoulders, and
bacon, pickled, salted, and other, for 1935, 1936, and 1937, strongly
urging this excise tax.

the CHAIRMAN. Senator, if this committee should decide to make
this rate 6 cents on canned ham, would not that answer the purpose?

Senator CAPPER. I do not think anything but this amendment put
in by the House would answer the purpose.

Mr. WALLACE. I disagree most sharply with you, Senator, and I
am from a State that produces more hogs than any other two States.
I think it is very definitely misleading the farmers of that area to
think that this is going to" help them, because it definitely will not
help them. They are definitely on the export market with their hog
product. These gentlemen that come from Kansas City certainly
.now that there was the most extraordinary drought in 1934 and

1936. How they can possibly do that kind'of thinking and think
they would help the farmer is beyond my comprehension.

Senator KINo. The significant thing is they do not tell about the
increased exports and a great demand for our own products in other
countries.

Senator HErRIaG. Just whom do they represent
Senator CAPPER: There is a statement here front every national

organization of livestock producers and banners that I know any-
thing about, with one possible exception, there has been no statement
at this hearing from the Farm Bureau, but the Others have come
in here and I think they cover every group of farm and livestock
organizations in the country. They come in here and appeal to this
committee to approve the house amendment.

Mr. WALLACE. Senator, here is the problems You are on the
export market, as far as hogs are concerned.

How are you going to hold that ex iort market? How much
good are you going to do the hog producer if you cause him to
think that his salvation rests in raising the tariff when actually his
salvation rests in discovering just wihat his markets really are?
Raising the tariff on pork encourages him to think that lie can
increase his production behind the tariff wall, and when he climbs up
there and looks on the outside what has lie got? He has to come
down with his prices. This thing was due to tie drought. They
are drawing their conclusions from figures due to the drought.

Senator CAPPER. The prices of these products have been going down
in the last few months.

Mr. WA LACE. That is die, Senator, to the fact that we have had a
large corn crop last year; it is not due to imports of these products



REVENUE AMr.ol 138 31

at all. The import of these products during that, period -was
definitely a good thing for the American hog farmer, because it kept
tie taste of pork in the mouths of the consumers, and the American
hog farmers oight to be grateful that there were some pork imports
during that period.

Senator CAPPER. We cannot understand how opening the niarket to
foreign competition is going to better the situation of the American
producer.

Mr. WALLCE. It is not going to open the market to foreign com-
petition. You will get very much more revenue for the Treasury
if you have a 6-coitt tariff ou these hanis than 9 cents. If you have
9 cents my estimate would be you would have less revenue.

The CHAIRMANS. What part of this increased importation of pork
prodticts does calmed ham bear?

Mr. WIALLACE. Canned ham represents, in.this last year at least,
one.half of the iniliortations of all pork products. I 'do not know
how nich more, but about one-half, I woiild say.

Senator .nKLEY. Senator Capper, do those statements from whici
you read siow the tuncoiut of domestic consmnuption of pork?

Senator CAPrR. I did not get that.
Senator BARKLrx. Do those statements from which )oil read a

while ago show the amount of domestic production of these pork
products?

Senator Ki.-'o. And our domestic consumpltion?
Mr. WALL Ac. He has got the total imports.
Senator B.mKiEy, I know, but does lie state what the total produic-

tion is and the total exports?
Senator CA.%PP n. Here is the statement made the other day by

Mr. Mollin, of the American National Livestock Association. H'e
says:

I want to urge the retention of that exceL tax on pork products and the
addiWg to the loll of the excise tax of 3 cents on canned beef. Pork Is the
principal competitor of beef, and any other rate in the present tax structure Is
Inadequate to give protection to the American Industry.

Senator BARKLi.Y. That does not answer the question; that does not
give the total production.

Senator Gu'TFy. Mr. Secretary, has not the effect of tile importa-
tion of foreign hmn and canned ham upon our packers been to in-
prove the quality of their products?

Mr. L.A cE. Definitely so. It has been a good thing for the
packers. It woke them tip.

Senator Gumi,. I an glad tie consumers are getting some better
pork anyway.

Senator CLARx. As a matter of fact Polish ham sells higher on the
market than American ham, is that not true?

Mr. WALLACE. If they are processed the same way the price is about
the same, but there has not been much American hani processed in
that way.

The COHAnIMAN. Mr. Secretary, if that is all you have to say with
reference to this-

Senator CONNA LY. While he is on that, let us ask him about
canned beef. Your idea is to raise the pork to the beef?

Senator KiNo. As I understand it, it is not the idea to raise it at
all.
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The CHAIRMAN. There is an amendment offered by Senator
O'Mahoney with reference to canned beef. That is why I would
like for him to discuss it, because Senator O'Mahoney wants to say
something to the committee about it.

Mr. WALLzCE. Well, there is a brief statement on the canned beef,
A proposal has been made before the Senate Finance Committee
that an excise tax of 3 cents a pound be levied on imported canned
beef. The purpose of this statement is to examine the trends of
imports of canned beef and their significance to the American cattle
industry. Before doing this it maybe noted that the present duty of
( cents a pound on canned beef is equivalent to around 00 percent ad
valorem. Tie imposition of an additional 3-cent excise tax on
imports would make the total import charge equivalent to about 90
percent ad valorem.

HE IMPOTI TREND

In 1937 the imports of canned beef totaled 88,000,000 pounds.
When converted to a dressed weight basis these imports were equiva-
lent to approximately 2.3 percent of our beef consumption and 1.2
percent of our total meat consumption in 1937.

Senator O'MAuoNEY. These are the figures given to me by the
Bureau of Agricultural Economics on canned beef. According to
Dr. Black's tables, given to me, the import amounted to 4.4 percent.

Mr. WALLACE. These are figures given to me by the Bureau of
Agricultural Economics, so apparently we consulted different. mem-
bers of the Bureau.

Senator O'MAHONEY. You have got them all together.
Mr. WALLACE. I said 1.2 percent of our total meat consumption;

that includes pork, lamb, as well as beef.
Senator O'MAHONEY. For canned beef alone it is 4.4 percent, of

the beef consumption.
Mr. WALLACE. The 4.4 percent to which you refer relates to the

proportion of all beef imports, fresh and canned, as 'ell as cattle
converted to dressed weight basis, to our total consumption of beef.
Canned-beef imports alone represented 2.3 percent of our total beef
consumption and 1.2 percent of our total consumption of all meat.

While the imports in 1937 were the largest on record due in a
large measure to the relatively high prices that prevailed for meat
in the United States during most of the year, they were only slightly
larger than the imports of 80,000,000 pounds in 1929.

It seems probable that at the present rate of duty the United
States will continue to import substantial quantities of canned beef
from South American countries. But it also seems probable that
imports will tend to be less on the average than the imports of 1937.

HE REASON CANNED BEEF IS IMPOwrED

Before the Wgorld War a considerable amount of beef was canned
in the United States from so-called canner cows and other low-grade
beef. Since that time there has been very little canning of beef in
this country, mainly for the reason that a more profitable outlet for
low-grade beef has been found in sausage. At the present time the
lower grades of beef can be sold for the manufacture of sausage for
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almost twice as much as they will bring as beef for canning. Even
if all canned-beef imports were excluded it seems probable that a
considerable margin would remain in favor of the use of canner-
grade beef as sausage.

It is not likely that the exclusion of the relatively small amount
of imported canned beef would have any appreciable effect on the
domestic price of *sausage or of any other meat products. Conse-
quently, it canned beef imports were excluded the result probably
would be that therm would be no canned beef consumed in the United
States.

Senator CAPPER. Mr. Secretary, here is an important statement on
that subject by Mr. Mollin, of the American National Livestock
Association, when he says:

I think anything we do to help the pork industry Is of interest to the beef
producers because we cannot expect to prosper when they are In the
dumps. * * * You can walk Into any market in the United States and ask
for American canned beef and you -will fail to find It. There Is only one little
packer in the Northwest who cans some beef, and some large packers supplied
some for the C. C. C. campaign.

.Senator KiNo. They are using the beef for sausage.
Mr. WALACE. You can get twice as much by putting it into

sausage as by putting it in the can.
Senator CAPPER. Why should not the American producer supply

the canned beefI
Mr. VALLACE. Because they can get more for it in sausage and

in other ways. I am very muich interested in the way in which Mr.
Mollin's heart bleeds for the hog producer.

Senator CAPPrE. They have a common interest in the hog producer
and the beef producer.

Mr. WALLACE. Even if an attempt were made to can the lower
grades of beef rather than to produce sausage from them it is prob-
able that the quality would be such as to result in marked consumer
resistance. Certainly, the American cattle producer would have to
accept extremly low prices if the better grades of meat were sold for
canning.

In the case of South American countries and particularly Ar-
gentina, there is a large surplus of good grade beef. The outlet for
beef in the fresh or chilled form, particularly in the United King-
dom, has been reduced. None of it can be sold in the United States
in this form because of our sanitary embargo. There is, therefore, a
great deal of good quality meat available for canning. This is the
basic reason for the superior quality of South American canned
beef.

Canned beef probably competes more with pork than it does with
beef because it is a relatively cheap meat. In any case, as previ-
ously indicated, the imports of canned beef, even at the higher
levels prevailing in the last 2 or 3 years, represent a very small part
of our total meat consumption--only a little more than 1 percent.

If at any time our beef in this country gets as high relative to
consumer income as it was in the first 6 months of 1937. I assume
there would be the quantities of canned beef that we haid in that
period. I say it is well for the producer as well as the consumer.

Senator KING. Is it not a fact that in that period that you just
referred to the price of pork products, particularly bacon, as well as
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beef meat cuts was almost prohibitive to the workingman, the nian
of small salary n a a

Mr. WAutc Yes; and it brings about a resentment on the part,
of the working man towards the livestock producer. I think that is
unfortunate because it gets him out of the habit of eating meat
and into the habit of eating other products. I think this is a very
unfortunate and short-sighted statesmanship, speaking from the
standpoint of the livestock producers alone, when they are hiking the
attitude that they are taking in this case, and I do not think they
are serving their own constituency well.

Senator KINo. Is there anything else that you desire to speak
on?

Senator VANDEN-BER0O. I would like to ask a question on another
matter. I would like to know the attitude of the Department on
putting processing taxes in this reevnue bill.

Mr. WALLACE. We have not been asked for our opinion yet, sir.
Senator VANDENBERO. You are now being asked for it.
Mr. WALLcE. I presume when we are asked for it we will send

our opinion over to the Budget Bureau.
Senator VANDENBERO. Are you. prohibited from answering myquestion I
Mr. WALLAC I do not know the ethics of it.. If I am not pro-

hibited I am quite eager to answer the question, sir.
Senator VANDENDERO. Well you st.mie me.
Senator BAnKLEY. Inasmuch as th the committee has decided not

to put it in it is an academic question anyway.
Senator VAINDEN IRO. It will not be academic when the effort is

renewed on the Senate floor. I would like to know the attitude of
the Department regarding the addition of the processing taxes tothis bill.

Mr. VALACE. Certainly our attitude on tax matters is conditioned
by the attitude of the Budget, as'you know. I really do not know
what the attitude of the Budget, is going to be.

The CHAIRMAN. In other words, you have no report from the
chairman of the Ways and Means Committee of the House to take
up this processing tax, and you have no records from this committee.

Mr. 11 AAcE. From the standpoint of the broad, general agri-
cultural picture, last fall I made some speeches with regard to wheat
and cotton in which I indicated that in all probability this coining
fall the income of the wheat and cotton producers would be such
Ps to indicate they would have a very much lower share of the
national income than the wheat and cotton producers had customarily
been having, and that they were going to be in a very desperate
plight, and.in those speeches I indicated the desirability of consider-
Dng a su.pllemen, to their income, in view of the fact that they could
Iot be helped by loans effectively because they are of aii export
character to such a large extent, and I indicated the desirability of
some method of obtaining adjustment payments. So my attitude in
that respect is well known, but my official attitude cannot be known
until there has been clearance with the Budget.

The CHAIRMAN. Well, the attitude of this committee was that they
did not want to take up the processing tax in connection with this
tax bill. It would defay it, and we felt that this was a matter
that should be started by the House, because you can appreciate if
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we put on the processing tax to this bill it goes to conference. The
Ways and Means Committee, Agricultural Conunittee, has not given
Ony consideration to it, only the conferees representing the House
mnd we do not believe that would be a fair way to go at it. So R
you have got some official suggestions to make, I suggest you make
ihem to the House.

Senator VANDEXBE o. I still would like to know. Apparently I
am not going to be allowed to know what the attitude of the Depart-
ment is toward putting processing taxes in this bill. I think it is
a pertinent question, in view of the fact that Senator Pope propels
to move ont tie floor to ptit them in.

Senator Kixo. Has not our action been adverse to it ?
Senator VN, lEND 'no. It does not make an' difference. Why caii-

not the Department of Agriculture say wiat their attitude is!
Senator Kix.- I can sav what it should be.
Senator VAN-DENIERG. WVould niot they be able to say that instead of

you?
Senator Kixo. They have not. apparently considered that matter.
Senator A'.% Nmmxmmo. rhe only answer is that they have some kind

of regulation where you have to get permission of (lie Budget before
yon Call ex prss Vorself.

Senator Cox.vLLY. Mr. Chairman. I do not see that the Secretary
needs to be heckled about this thing. It lie does not want to say,
that is his business.

Senator V.smxnNo. That is what I am trying to find out, whether
lie does not want to say.

Senator Kmxo. I spnmpathize with tei Secretarv"s attitude. He is
not the whole l)epartment of Agriculture, lie is not the whole ad-
ministration.

Seniator VAN NJERo. ie is close to it, so far as aguicultuie is
concerned.

Senator Ktxo. I do not think we should pursue any star-chamber
methods.

Senator V.%-umr-ENB~. This is not a star chamber. I merely want
to know whether lie believes the processing taxes should be 'put in
this bill.

Senator KIxo. W1hien the Secretary indicates lie (toes not care to
answer I (to not think it is tie duty of this committee to kick him
around the ribs.

Senator VADXENBERO. If you consider this is kicking the Secretary
aroul the ribs, I apologize.

The CHAIRMAN'. If N-011 desire to answer the question and give
the committee the benefit of your views on this proposition, all right.

Mr. WALLACEt. I think in i question of this sort it is necessary for
me to have the benefit of the advice of the Treasury.

The CHAIRMAN. I think you atr right.
Senator LA FOLLU'r. I 'think it would be a part of wisdom for

this committee to request the Secretary to submit his opinion, so we
nmiy have it when we consider it on the floor, because every meiiber

of Ihe commitee knows we may' have to decide the issue on" the floor.
The fact that this committee h'is not adopted it is ot going to bind
ay Seiator. Senator Pope aimounced lie is going to otter it.

53215-8-pt. --3
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Mr. WALACE. If you feel that you can differentiate between my
personal opinion and my official opinion I am quite willing to ex-
press my personal opinion on this occasion.

Senator LA FOLLEVIE. 3y suggestion, to relieve von of any elil-
barrassment would be'to request you to submit to 'us, prior to the
time this bill is disposed of on the floor, your official statement as
to the attitude of the Department of Agriculture in relation to the
pressing tax amendment, which we all-know is going to be offered

y Senator Pope on the floor.
Mr. W.AtAcr. I am not sufficiently familiar, Senator, with coin-

mittee procedure here to know whether I am now officially requested
to submit it or not.

Senator L. FOLL:rrE. I am going to suggest, or I am going to
make a motion that this committee request the Secretary to furnish
an official statement in regard to the policy of the Departiment con-
cerning the attachment of the proposedd Poie amendnient to tile pend-
ing tax bill.

Thie CHAIRMAN.. We will take a vote on that amendment, but I
desire to say this, that if there is going to be an official opinion ren-
dered it. ought to coie before this bill gets out of this committee,
because if an official opinion is rendered in favor of the addition
of the procesisng tax to this bill. soie piK'ing tax ought to be
adopted that is hair to the people of this country. I want to help il
every way I can to see that the farmers get the benefit of this legis.
latirn, a id if a processing tax is necessary it is all right with me. If
lie is going to make his suggestion it ought. to come early, so that tlhe
people Wi6, are opposed to it ought to be given an opportumitv by
the committee to plesent their side of the proposition, because it is
an advantage to one who offers the amendment, I think, to say. "We
have got the administration back of it," and so on. so that the admin-
istration knows whether or not they want this proposition. I think
it ought to come pretty quickly. I 'hate to see it opened up again.

Senator Knxo. If the- determine to have a processing tax we ought
to give an opportunity' to those opposed to it. to be heard. I have
had 50 letters in the last. 30 days protesting against tile iroessing
tax, coming from rural communities, from packe's. ftom business.
men small grocery establishments, and so on.

Thie ChIAIfA. Have von made a motion I
Senator LA FouL&rrn. 'es. May I explain, for the reason that the

sponsors of this amendment are going to take the position on the
floor that they have submitted it to this committee, the committee ex.
ereised discretion and decided not to hear them. It is not the fault of
the sponsors of these amendments that they were not considered by
the committee, and, therefore, it seems to mie that since we "re going
to have to face the issue on the floor, it is the better part of prudence
to have an official statement on the proposition, and in Order to re-
lieve the Secretary of any embarrassment, since lie has lad this
matter press nted to hin officially, I offered this motion in order that
lie may have time to consult the Budget, or anyone else whom it is
required to consult with under the law and regulations.

The CHAIRMAN. Call the roll.
Senator BAIRKLVY. 3Mr. Chairman, I just want to make this state.

meant and suggestion: I have never been convinced by anybody, re.
gardiess of tile fact that important officials of tile bepartnment of
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Agriculture take the other view, that until this farm act has been
in operation during the Near 1938 when we know to what extent crop
curtailment is going to increase the prices up towards parity, that we
can at (his time prophesy what may be needed in the way of addi-
tional revenue, or whether any- wou d be needed. It may be possible
for the Secretary to do that, and I am sure lie can come nearer than
anybody else, but until we find out how this farm act is going to work
and! to what extent parity prices are going to be reached and thereby
reduce the amount that is to be paid out of the Treasury, I do not
see how we can more thani guess as to whether we need the processing
lax, and how much we need.

Mr. WALt.cE. Speaking frankly and to the point that you raised,
Senator, I think it is practically certain that the income of the.
southern cotton producer is going to be desperately low next fall,
and I think it is certain, when the Congress meets next January,
that. the situation will be so desperate with respect to the southern
cotton producer that the danger is that. a very r rapid and possibly not
fully considered action may be taken on behalf of the producer at
that time.

Senator BARKLEY. Well, do you think we ought to take it up now
so as to forestall rapid action in January?

Mr. W.U,.tcE. I think it might be advisable, at least to consider
the matter sufficiently so your minds are aware of the problem, be-
cause in taking that 'course the action taken next. January might be
wiser than would otherwise be the case.

Senator Kixo. Your view is based on the presumption. I suppose,
Mr. Secrtary, that (lie export market for cotton will be diminished,
not upon the ground that there will be a diminished domestic demand
for cotton?

Mr. W1AVAc. r mThe consumption of cotton for the fiscal cotton year
of 1938 is very much less tham for the fiscal cotton year of 1937,
very much less domestically, and while exports started out on a
somnowhiat, larger basis last* August, the exports last month were
materially less than they were for the same month a year ago.

3Moreoi:er, this is the all-important consideration: In order to get
out from mder this surplus supply of cotton, the acreage objectives
-ire such that with ordinary yields per acre we would harvest in
1938 about 11,500,000 bales, ;which is about the quantity necessary to
take care of exports and domestic demand, but that 11,500,.000 at a
price only slightly higher per pound than last year would 'give you
much less income in terms of dollars than last year's crop of 18,500,-
000 bales.

Moreover, the income during' this summer is going to be supple-
mented by the adjustuient payment of $130,000,000, and there Is no
provision, as you know, for anything corresponding to that, for the
ensuing cotton crop, so you can see that it is almost a complete cer-
tainty that the income from cotton will be at least $200,000,000 less
for this next cotton crop than for this past one.

Senator Kx;o. The price to the consumer, however-I am not say-
ing that that is advantageously advisable-would be less?

Senator BIow.v. Would be higher.
Senator Kxo. No. If there is a surplus of cotton I imagine it

would be cheaper.
Mr. WALLAcr. I was taking the t8,500,000 bale crop at an average

of, say 8V/a to 9 cents a pound. I say next year the crop, harvested
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in 1938, SUl)pose we have 11,500,000 bales at all average pI'ice of 11
cents a pound, while the Ir'ice is 111) somewhat to the consumer, it
is ]lot up enough to offset tie difference in production between
18,500,000 and 11,500,000.

Senator Ci.%es. In other words, so far as the gross income to the
farmers is concerned, the slight increase per bale or per pound will
not compensate for the loss in gross production.

Mr. WALLACE. That is right, sir.
The CHAiRIIM.A. Don't you think, Mr. Secretary, that this matter

ought to originate in the IHtouse?
Mr. WALLACE. I am not expresing any opinion on those matters.

Senator, at all.
Senator Ki.o. I think it is an imlroper question.
Senator WALsiH. Mr. Chairman, are you not in a position, in the

event a processing tax amendment is offered oil the floor, to state
positively that no agency of the Governuient, either the treasury or
Agricultitral Department, asked your committee, or the Tays and
Means Committee to include such'a tax?

'File CHAm.x . I am in a position to say that.
Senator WALsii. Why does not that cover the situation?
The CAII ,MAN. I talked to ('hairman Doughton and he said he

has no communication with reference to that matter at ill.
Senator CONNALI,. We (to not have to wait. until the Department

tells us something. As far I am concerned, I am going to vote for
the l)7-essing tax.

Senator LA FOLLtTr -. I would like to smay it is perfectly obvious
that tile farm income is going to be drasticaly reduced this coming
Near, anld anybody that (toes not believe that, is'going to get a trenien-
dons shock. This amendmnent is going to be )resented and, it seems
to me, that this committee is in a perfectly sound position if it has
asked for an official opinion on this aniendmnent, and it was for that
reason that. I offered this motion. I (1o not think it would be any
defense to vote it down, because you are going to have a real poijh
made for this proposition when you get oi the floor of the Senate.

Senator BARKLEY. Mr. ('hairmian, neither the Treasury nor the
Agricultural Department have ever been timid ili asking for ap.
propriations that they need. They have not asked for this. Wly
should we force the S;ecretary of Xgriculture to come in to do some-
thiig that lie has iot seen fit to do p to dateI If he thinks it ought
to be adopted, it either ought to have been l)esented to the Ways
iud Means Committee of tie House or this committee. It was not
presented to either one, the Treasury did not present it. Now we
atre seeking here to manufacture evidence in behalf of ;I processing
tax or against it, when neither tie Department has come voluntarily

or m0fla(le any suggestion or request about it.
Senator LA Fori1u.-r. But this anmeudnient has been presented by

the Senator. he Agricultural Committee has unanimously re.
quested this committee to consider it. As one Senator and a mem-
Ler of this committee, one who will be confronted by this amend-
nment on the floor, I would like to know what the attitude of the
Department is. It may not be controlling with me, but I would
like to have it in coming to a consideration of what action should
be taken it pn these matters. It is a very important proposition, and
not one to be brushed aside like this.

Senator KI.No. Question onl the motion.



]REVENUE AOT OF 1MS 39
Tie CHA Ir .N. May I ask you. Mr. Secretary, suppose that Con.

gss adjourned and we met in January, we have no extra session,
wvil-d the passage of a pocessig tax in January take came of tie
situation

Mr. AVALLAC. Yes.
The CnAIRMAN. It would take care of the situation?
Mr. WAm lCE. Yes.
Tle CHAIRMA N. All right.
Senator CoxONN. . Mr'. Secretary, that would have to be retroac.

five. W[e would have to apply it back to this year's production?
Mr. W .AJ4C. It would just be a question f delay, that is all.

The lhing I am afraid of is haste and ill-considered action. When
there is a tremendous shortage of mnoney inl some regions of the
country it. is so easy to have hasty and ill-considered action, which
causes trouble.

The C,1AIRA A. If yol ani your- departmentt were asked to make
an analysis of the situation cotll you advise us as to whether or not
the Pole amendment, or any other amedmnient, is inl proper form?

Mr. WVL.%cr. As fair as 'I know we have not given any careful
economic study to the Pope amendment.

The CI.l MAx. All right, call the roll.
The roll was called.)

The CHIIRM.x. On this vote the vote is 8 ayes and 13 nays, so
the motion is defeated. Are there any olher questions "

Senator IULu.nY. Does that dislose of the official attitude of the
Devartluent?

Nenator COXN.LLY. Not unless it wants to vohmiteer.
Senator ll;u.K' x . It disposes of our action on the official action

of the Agricultural Department. Now, I woul like to hear Secre.
l.1-v Wallace's personal views on it.

'he CHAMRMAN. I might say, Senator Bulkley, as an explanation,
that we would be glad to get their official opinion if they have got
one to give. That is up to the Department.

Senator BULKIEFY. 1 (o not want to argue that any further. lie
.,aid if we could differentiate between his personal opinion aund official
opinion lie would be glad to give it. I would like to hear it.

Tile CIlasm.x. All right.
31r. WAMLACE. Senator, I have already given it iii a considerable

measure with respect to cotton. I have not given it, with respect to
wheat. Both cotton and wheat are very similarly affected by the
extraordinary change in world demand *for the e.xportable surplus.
Customarily, and previous to the depression, we exported about one.
half of the cotton, a little more than one.half. and about one-fifth
of our wheat. Begiling with (lue crop of 1933 we had four wheat
crops which avenged 5ff2,00O.000 bushels, as contrasted with the
normal of over 800,000.000 bushels. We customarily consume about
G30.000,000 bushels. We started in 1933 with the carry-over of what
which was three tinies the nor il carry-over. Thue result of lhe
combination of those extraordinary short wheat crop years with that
unusual carry-over is that the short years about ate up the carry-
over, and we entered into this Year with about the normal carry.
over in wheat. This past year we had a good wheat crop. The crop
of 1938. while it looked 'like it was being damaged by drought,
especially in Kansas, for a time. has. during tie past 2 weeks, taken
an extraordinary change for the better. I think you will agree
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with me in that connection, Senator Capper, that a large part of your
State has turned for the better.

Kansas might have a crop that will compare favorably with last
year. Of course, we know nothing whatever about the crop in the
spring wheat areas, but 'ou call say that the present indications
would be for a crop of at least 710,000,000 bushels, and that probably
we would have 12,000000 bushels on the export market, and there
seems to be no likelihood of our being able, even with extraordinary
and unusual price concessions, to put into the export market nuch
more than 80,000,000 bushels.

The real truth about the wheat situation has been completely hid-
den from us because of the 4 short years, which are altogether out-
side of any probabilities that we had any knowledge of.

Now, if we go on with ordinary 'weather in wheat and have 4 or 5
years averaging 150,000,000 to 900,000,000 bushels you could easily
have wheat prices plunging down to a very low level. The only thing
that can stop that is that there is a proviso in the farm bill fo r loans
that amount to 52 percent of parity, or roughly 630 cents. That is
good, provided the wheat farmers vote for marketing quotas, other-
wise, even the Government would not be able to hold the situation.
What it gets around to fundamentally is this, that in the case of
wheat and cotton, which are on the export market, there is no likeli-
hood of the wheat and cotton farmers getting their customary share
of the national income with the mechaniisms in the farm bill as they
now exist.

In the case of corn-which is usually' on the export market, only
indirectly by way of pork products---n the case of corn you cau
handle tlie situation in considerable measure by the loan. In the
case of wheat and cotton all the loan will do is to put a bottom under
the price, a bottom at a point which will give the wheat and cotton
farmers an income which might be as much as 60 percent of parity
income, but not real parity income.

The wheat and cotton farmers, if they are to get their fair share
per capita of the national income obviously need some other help. I
do not know of any other way of giving it to them except through
some such tariff-equalizing device as this.

Senator BuLxLEY. Some such device as the processing tax?
Mr. AVALLACE. I do not know where the money wou ld come from.

It. seems to me the more sensible way, with the Treasury situation
the way it is, would be by a processing tax upon the product ill-
volved, because when they are selling at such low prices the process-
ing tax added to the market price means obviously that in the price
to the consumer it is taking a smaller share of the consumer's dollar
than had been the case at any time previous to the depression. No
injustice will be done to the consumer, and it is really the easiest way
to raise the money and it seems to me that our attention will then be
fixed more precisely on the problem.

Senator BULxLEY. That tax will be related to the price of the
commodity, is that right?

Mr. WALLACE. That gets into constitutional questions. I would
not, care to express an opinion on that. It is obvious, with the gen-
eral situation as it is, that the price of the commodity plus the proc-
essing tax will not total to an amount that will be unfair to the
consumer.



REVENUE ACT OF 1M 41
Senator KN'o. As I understand your position, and I hope I am

wroiig, It is that the farm bill, of wlhh so much is expected, is
going to be a failure, that notwithstanding the $W0.,000,000 that we
fre giving the farmer, that is through agriculture, direct appropria.
tion, we have got to now give him more by inlosing an additional
lax upon the consumer, is not that your philosol)]hy?

311 WALLACE. Senator, you have not stated it in the words I would
use. As the result of the'situation growing out of the World War
aud our inability to face that situation courageously with respect to
our changed position in the world, the changed market for our prod°
ucts because we have not been willing to (o some things beginning
way back in the twenties, because we have not been willing to do that,
it is essential, if you are going to avoid the most disastrous conse-
quences to those fariners on the export market, to supplement their
income or to prepare to support those people in town. Now what
is the cheapest way of doing it? We want the cheapest way of doing
it and we want to keep the people where they will lead the most con-
structive lives. I think your statement of the propition was some-
what cynical, somewhat superficial, and you wi pardon me for
trying it- well, I will not say it.

Senator Kixo. I think it is just as sound logically as the explana-
tion which you just made. May I say, as I understand, you are
condemning'our policy ill failing to extend our foreign trade by jimi-
posing tariff barriers, or otherwise, so that we have lost much of our
foreign market.

Mr. W.LLACE. We have lost our foreign market due to conditions
originating in the World War.

Senator Kio. And the unfortunate repercussions to agriculture.
Mr. WXLLA CE. Very unfortunate.
The CHAiRMA N. Is'there anything else I
Mr. WALLACE. I will submit this table on the import of canned

beef.
(The table referred to is as follows:)

United State*: Imports (for coneumptton) of coned beef, by months, 1935-31'
United States imports of perilla oil, 192-J7

Year ended Dee. 31-

Mouth
I13.S 193 1938 pe-M93 1936 "Me-¥ &01 '

, o,,. , 1,,. , ,o.1 ,I,.a ........................................... 4.0"9 4e I 74. 03

February ............................................... 4.222 219 31.14 ,40Marcb ...................................................... 7.690 35123 . . .
A ril ......................................................... ,496 1t. 10.446.

ay ........................................................... 5 S3L 7, 0 28. .
jl........................................................... 1 704 14.328.
Aug ............................................................ , ., .
Augwt ....................................................... 7.740 8.3 6,42 .
Oovber... .............. ......................... 9 84 .4

November ......................... 6,811 k 703 8.98 .Deeember............................................... 747 l,803 ...5......

Toa. ............................. ..................... . , 263 87. ..........

I lcludes corned eet.
N'om.-Buretu ot Agrkulturtl Economk. Com4ied from ofiail rcoetds of the Bureau of Forelgu and

Duawle Commerce.
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The CHAIUIMAN. Is theiv anything in addition, Mr. Secretary, to
the letter you have written to this committee that you desire to
discuss with reference to tile perilla oil, the sesame oil, "nd so folthl?

Mr. WALLAC. I just learned of your interest in perilhl oil late
last might. I did not know whether this situation would be of an,
interest. to you or not. I do not know whether it covers the islilit
you have it; mind.

The CHAIRMAN. Yes. there have been several witnetises here speak-
ing with reference to perilla oil and some of the ollier oils, that the
provisions that we put into the bill have caused the crushing plants
in this country to absolutely close down. and of comuie unemldoyment
ensues from that.

Senator CIARK. The arguneit is that. the oil content of the seed is
not constant.

The ('n.ArAN. That is the question too, that the oil content of tile
seed is not appreciable aid doees not affect the domestic supply as to
prices.

Senator (rorite. Mr. Secretary. before you go on with that, may I
not ask you if there was much tlWe same situation that has obtained in
Bright te-eured tobacco as it. does in cotton .and wheat I

Mr. AVA utAc(,. Senator Georre, the situation in tobacco ias not ultar-
ing the past 3 years resmbled it any reSlpet the situation in cotton
aml wheat. There is a possibility tflat it may during the next year
or two. The income of the tobacco producers has most nearly ap-
proximiated paritv income. I think, than the income of any lu'odutcers,
except possiblv tle sugar producers. The price, in ome cases, has
been almve parity.

Senator (,roR'os. That is true, Mr. Secretary. What I meant wa-.
theme is a (hdmsti reduction in that paIrticnhar type of tobacco,. and
that reduction is taking )lace in the cotton area, ald when voll coi|-
bite tie two you have got a still larger group of farmie.vs who are
going to need some additional help. 1t oubtedly so, becaa l the
volume of pimhuction there must lie to the tobac-o farmer in the
Bright flue-cumed area is not big enough even at tile high prices,
even" at something like parity, it is not great enough to give iim a
gross turnover to really equalize him as compared with his formerreturns.

I think it is a very acute problem. I am frank to say, part icularly
when you combine time cotton people with tie tolacco" peple in the
Bright flue-curred tobacco belt. For instance, in my State the l S-
sible production, even conceding good prices, will fall far short of a
total return to the individual farmer in the Georgia area, far shorter
than last year's return, because lie had no large Imluiction in tobacco
blut lie did have a considerable increase. over his present indicated
return for this year, that is. considered oil an acreage basis, possibly
amundage limitation on tobacco, and then considering the allocation
of acreage limits to cotton. So. generally speaking, the tobacco
farmer and cotton farmer are identical, that is, they raise both. So
that the problem is doubly acute with ns.

I may tell you, Mr. Secretar--I doubt if you knew it unless
sontebo'ly just'told you the fact'about it-in certain Georgia cotin-
ties manv tenant falimiers who were ready to plant tobacco, who had
a seed b d and who had prepared the Ihads had, during the last 7
or 8 days. been turned away from their homes because the land
owners s imply said, "My allolmntl does not justify me in keeping
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more than one-half of the families oli this farm that I expected tokei), an1( consequenltly I r..,,,ot give you work-.' It is a _tory that
Ihate to tell vola. " at

Mr. IVALI.F.. Senator, Iis situation is especially trie in Georgiaali Florida where they have beeli attracted byt the" very gooxl pricesof tobacco dar'ing flie recent years aid have wanted to expauld,
and. as a inalter of fact, in some counties in Georgin mil Fforidathey voted against lie marketing quotas because tffe' felt, havingl'eeni recent newcoiners to the game, that the prices Would continueto[ be as they had been. riTe high prices had apparently suckedthelm ill. Now, of course, when tlie marketing quotas carried in thebright flue-curie tolacco belt to the extent of 84 pex-ent tlios nwnot tlie edge of (lie belt were (i."ploiiitned. It is quite utiderstfatd-
able.

Seiator GARoro. I mnderltandt a tlalt, but nevertheless it is a deplor-able fact, because those people have got to o Sotiewhere for relief.
Mr. WALLIC It is a question wlitther f tose, people should haverelief or whether all of thte people in the tobacco belt shonl haverelief in a year or two. That is tie situation.
Senator GrmIRoE. That tiiy be true, Mr. Secretary. )tit herk, isanother situation : There is no overprluhction so far as tle market

is Concel'nel, unless hue Georgia type of flte-enred tobacco is totsold. and there is niot any in tle market Ilow that is not sold.
Mr. 1.%tucr. Don't y'ou think. Senator, that that was due per-liaps to the fact. that tle Georgia-Florida market olwtaed earlierlast fall and that the softening eanie later on as (lie niarket movednorth and that the people farther north were unable to dispoese of

their toba-co fully?
Senator G( kon. It is (ile to that, aind it is ailso de to the factIhat the Georygia-Florida tobacco has about 20 percent more sugarin it, and it. is a more salable toixcco than anything north of hie'outhierii belt of Georgia. That is particularly'trine in tie foreignmarket. Now, Georgia could easily expand its productionn of tobaccofroi l10 .(00,000 pounds to 200,060,000 ix)unds. It is virgin terri.tory, as far as tobacco is concerned, and yet, tuider (lie farm bill, Iregret to say to you, it has come to 71,000 acres. or about 70.(M.000)Odliiid. Now, ei-en last. year the intention of the tolbei o growers;n Georgia was to pJaiit aj)proximately 100,000 acres, or 98000 acres,bit. because of tho ,lestruetiou of the plait by llAnt lieases, why, itis not able to plant it. However, now we face the fact that *liefarriers have Wen cultivatinig tobacco for a mnber of years, theyhave their tenants, they are providing them work, and now the-are obliged to say to the tenant, "We cannot use von aii, more,." aimdso everyone inust get out and find something else. lii one of tle

cotnitie. last week there were a immniber of livestock sold by the ten.ants at public auction. It. was one of the most pitiable siedCacles Ihave ever seen or witnessed that has occurred to tie southern peopleof G o * .% . . Iof (eorgia last week. I do not know how we ire Folig to helpthem. I know tlhey are simply going back to relict, o- going, torelief in one form or another, unless there is something done alotitit, aid what I wanted to say to you now is that here.in lie eventanvtlimg Is done for the ctton fanner-and I amn fill- aware ofhis condition, and I am right on the edjire of the tolo"Co bel-if
here is anything done with the condition of the wheat farmer,
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there is a portion of the tobacco growers, a certain percentage of them
that are in a much more deplorable condition than either the cotton or
wheat farmer.

Mr. VALucA. I think the figures as to total income to various
tobacco producers is such that it really does not approach the deplor-
able state in which the cotton and wheat people will find themselves.

Senator GEOIOE. Not as a whole, I agree with you about that, but
as far as certain types of tobacco are concerned in certain areas it
seems pitiable to me.

Senator BAnLEY. That same thing prevails on the border line in
cotton.

Mr. WAL.%CE. Yes.
Senator BARKL Y. In my State, where we have about eight counties

all producing cotton, recently there has been a cut in the quota which
is much larger than it is in" the whole cotton area, and some of the
cotton producers in my State are going to have to reduce their acre-
age by more than 50 percent. It works a greater liardship" on them
than it does on the people that have been producing it all their lives,
but it does present to the individual farmer who gets caught in that
situation a hard-luck story. You have got to avoid, on these borders
where they are just getting into the field, some injustice to them.

The COnAIR]MAN. Mr. Secretary, do you have anything further on
this oil business?

Mr. WAucE. Perilla oil is imported into the United States chiefly
from Japan where it is crushed from perilla seed imported fromt
Manchuria. Perilla oil is used chiefly for mixing with soybean oil
for the production of a drying oil which can be substituted for
linseed oil.

IMPORT-DUTY SITUATION

Perilln oil was on the free lists of the Tariff Acts of 1913, 192-2, and
1930. Under the Revenue Act of August 21, 1936, however, an im-
port excise tax of 41 cents a pound was placed on perilla oil.

TREND OF IMPORTS

The United States imports of perilla oil prior to 1930 averaged
about 6,000,000 pounds annually. After 1930 they rose rapidly.

This change was due principally to three factQrs: First, increased
import charges were placed on certain competitive oils, such as lin-
seed and soybean, in the 1930 tariff act, and, by the Revenue Act
of 1934, on certain others; second, oil consumption increased in the
United States after 1933 as a result of industrial recovery; and,
third, imports have been stimulated since 1934 by general shortages
of domestic fats and oils.

Of specific interest was the complete cessation of imports of pe-
rilla oi after August 1936 when an excise tav of 41/2 cents a pound
went into effect. There were virtually no imports of this oil from
September 1936 through January 1937. Subsequently, imports in-
creased in 1937 but they did not reach the level of 1930. In addi-
tion to the imposition of the excise tax, the cessation of imports in
1930 was also due to heavy overstocking of this oil in anticipation
of the tax.
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United States imports of peri a oil, 19R3-37 impedte fee

Year ended Dec. 31- (lfXips,)
1023 ---------------------- --------------------------------- 6, 441
1924 ------------------------------------------------------- 3:016
1925 ------------------------------------------------------- ,017
1926 ------------------------------------------------------- 7 401
1927 ------------------------------------------------------- 5,358
18 - ------------------------------------------------ 2011
1929--------------------------------------------------- 6:574
1930 ------------------------------------------------ 8,838
1931 ------------------------------------------------ 13,285
1932 ---------------------------------------------------- 16,625
1933 ------------------------------------------------ 22,778
1934 ------------------------------------------------------ 25, 164
1935 ----------------------------------------------------- 7 2,328
1936 ------------------------------------------------------ 117, 903
1937 (preliminary) ------------------------------------------ 43, 591

No~z.-Comd from Foreign Commerce and Navigation of the United States and offieal records of
the Bureau of fcefgn "nd Domte Commerce, Bureau of Agriculturm Economics.

United States (mports of perilla off, by months, 1935-47

Month 193,5 19361 19371

January ......................................................... 1S0SdW .9,4 . .......
r............................ ................. 60% & ,1 ,659 3. 00

Mink......... ................................. m 7 ,ISQ57 ,60,2
............... ...............................1736 1

Ja ............................................................ I ,15 1 . . 3,9931

coly ber . .......................................................... 9 0 5 1 *,u 4931 2Novembe................................................ 2,0,2............ 6S9 2 ,12 47938

December .............................................. 7311............ .1,04,16

Year .......................................................... 72,327,354 117,03,274 4,100C07

Prelmnary.
Oom4  fromfi records of the Bureau of Foreign and Domestic Commerce and Bureau of Agr

Senator L.% FoLLnw. Mr. Secretary, this morning I received a
letter from you with regard to this filled cheese amendment, an
amendment to the Filled Cheese Act contained in the revenue bill.
I will read a portion of it and ask that the whole letter may be in-
serted in the record.

(The letter referred to is as follows:)
MAN! 28, 1938.

lion. Romt M. LA Fouxin, J.,
United States Senate.

DEna SENATOR LA FOLME: I am acknowledging your letter of March 17 with
reference to the proposed amendment to the Filled Cheese Act. Your reference
to the letter I recently sent Mr. Boileau Indicates that It has come to your
attention. There Is a little additional comment which we can add to that
already expressed Insofar as departmental experience In the enforcement of
the Food and Drugs Act is concerned.

It would seem that the present attempt to amend thb original Filled Cheese
Act Is Just a step that will open up the whole problem of substitutes and that
may lead to considerable damage to markets for dairy products. While the
amendment refers to "substances and compounds, consisting principally of
cheese with added edible ofis, which are not sold as cheese or as substitutes for
cheese but are primarily useful for imparting a natural cheese flavor to other
foods," I fall to see the administrative possibility of enforcing such a dif.
ferentlation. For example, If such a product as Is referred to were sold for
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coating other food products, such as popcorn, it might also be used ag a spread
for bread, and thus become it substitute for cheese.

The filled cheese law Is. of course, a ilx measure which is administered Ia
the Bureau of Internal Revenue of the Treasury Delpartment, and thus that
phase will not affect this Department.

Sincerely,
(Signed) H. A. WAutC

Secretary.
Mr. Secretary, in part was your suggestion about the difficulty of

administering and enforcing such all amendment based upon the liffi-
culty of the Food and Drugs Division in enforcing that act?

Mr. WALL.CE. I merely accepted their judgnient on it. I did not
know the details of it, Senator.

Senator LA FoLurrE. May I say also that since the last hearing I
have received a copy of the patent, and I have here a photostat or
a Copy of the patent which seems to indicate that this l)rodUct, nc-
cording to the inventor, in his application, or according to tle patent
application, indicates that this material could also be put Ip ill jars
and used as a spread, Now, naturally the cheese producers, tie dairy
interests are not at. all anxious to curtail any new outlets for their
products, but the apprehensions they have is in making this amend-
inent meet this particular thing, they -have an apprehension that a
hole will be picked in the Filled Cheese Act which may let in a lot of
substitutes and thus seriously damage the protections which the in-
dustry receives froin the Filled Cheese Act.
I would also at this time like to insert this letter from Mr. Kane,

of the National Cooperative Milk Producers' Federation, and the
patent which I referred to.

(The letter and patent referred to are as follows:)
THi: NATIONAL COOPERAWlaE

M LK PRODUCTS' FEIDMT'ON,
o .hlngton, D. 0., lach 2.;, 19$.Hon. HoOMTr 3f. I.% FOLLL-rT, Js,

Snatc Oflce Building, Wahtnglon, D. 0.
DsEa SENATOR IA FoLuay: With further reference to the filled cheese mat-

ter, I am enclosing copy of Patent No. 2,015,2.% issued on May 12, 134, to
Forest H. Clickner, Chicago, Ill., and aslgned to the Kraft-Phenlx Cheese
Corporation.

You will note that the Inventor suggests the use of this product in connec-
tion with bakery goods as well as for a coating or filler for cracker% popcorn,
etc. His process consists, as you will note, of drying the cheese and extracting
as much of the moisture as possible.

I call your attention specifically to the following quotation:
"Although the dried cheese or cheese powder produced as described above

may be used independently of any added fatty Ingredient, such as on crackers,etc.,:
It is obvious, therefore, that manufacturers could, If they so desired, use

pure cheese for the purpose for which they contend they must use a mixture
of cheese and vegetable oil.

I also call your attention to the following quotation as to the relative con-
tents of the mixtures:
"I may use 35 percent of substantially dry powdered cheese and about 05

percent of fat. However, these proportions may vary within wide limits and
I may use as low as 15 percent of such cheese or as much as 50 percentt"

It Is obvious,% therefore, that the product can be made of 85 percent coconut
oil and only 15 percent dried cheese. In fact, at the hearing Mr. Fagerburg,
of the Kraft Co., stated that their product was only 45 percent cheese and 55
percent coconut oil. This statement shows that the product they are now
wL~ing would not ever meet the exemption granted by section 708. This Is true

because the language of section 708 provides that the substance or the com-
pound must consist principalli of cheese. Since the Kraft lawyer himself
admitted that their product was not made principally of cheese and since It
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would require a chemical analysis of this material to determine whether or*
not it was principally cheese or principally coconut oil, the difficulty of eufore-
lug this provision would appear clear.

lI addition, may I call your attention to the statement in the patent In
which it is declared that the product would be "am soft, smooth product having
a texture and density somewhat similar to a thick mayomnalse or a soft
butter."

Under this description, It Is obvious that the material could be packed In
Jars similar to genuine cheese spreads now on the market. It Is likewise
obvious that If used In tonsted cheese sandwiches, Welsh rarebit and cheese
preimrathios of a similar nature, it would e Impossible for the consuimer to
know that the product he was eating was not genuine cheese but a mixture
(of cheese and ctconut oil.

If possible. 1 would appreciate your bringing this further information to
the attention of the committee and may I again earnestly request that you do
whatever is in your power to have the Finance Coumnilitee reject the proposal
and delete section TOS from the bill.

Sieurely yours,
Do.AW KvIr, Altorney.

Patented September 24, 1.u35 2,015,274.

ULTr STATEs PATNT Ok"lCE

2,015,25)(

FOOD PRODUCT

Forest If. Clickner, Chicago, II., a.siguor to Kraft-Phenix Cheese Corpora-
lion, Chlm-.go, Ill., a corporation of Dhelaware. No Drawing, application May
12. 1034. Serial No. 725,34i8. 3 Claims. (CL. 99-11.)

31y invention relates to a food product aud has to do more particularly with
n cheese wbich Is ".pelally adaptable for ue In connection with bakery goods,
nd a shortening material containing such cheese. More sptifically, my

improved products may ie used as a coating or filler for crackers, popconi, etc.
While (.heese has Ite ms used for a long the in connection with palnified

products. It has never een completely satLqfactory for the reason that the
usual cheeses and cheese fillings as previously used contain substantial amounts
of water which induces saponification of the fats of ihe cheese with the alkalies
of Ihe 1ximfled good-., or with alkalies occurring in the cheese Itself, resulting
in an unpleasant soApy flavor. Orated cheeses have been ou the-market for
.om time, but appnaemmtly no one has been able to produce a grated or com-
minuted cheese containing less than S to 10 percent of moisture, while the
ordinary grated cheese usually has a water content of approximately 15 percent.

I have sumceled In producing a comminuted cheese which contains not more
than 3 per cent of moisture and preferably less than one per cent.

Another feature of my Invention Is that I have produced a comminuted, sub-
stantially anhydrous cheese of such an acidity that It tends to neutralize the
free alkali of bakery goods with which it may he uqd, thus further reducing
nny tendency toward saponification.

Still another feature of my Invention Is that I have prodneed a cheese-fat
combination containing a very low percentage of moisture and may be sub-
stantially anhydrous, which may te us d as a filling in bakery goods or may be
used as n coating therefor, as above described.

The type of cheese which I prefer to use Is an aged "American."
While various methods may be used for drying cheese to be used In tonncc-

tion with my Invention, such as dividing the cheese into small pieces and plac-
Ing It In a drying oven or tunnel at a moderate temperature, .the following
method of drying and at the same time ndjumstlng the acidity of the cheese has
t-n found especially efficient.

METHOD or DRYINO CIMEL%

Make up a blend of good aged American cheese, preferably low In moisture.
Comminute the mix and heat to a temperature of 15" P., preferably with
direct saturated steam. Sufficient water should be added to bring the moisture
content up to about 70 per cent, together with sufficient citric or other aid so
that the end product has a pH value of about 5.0.
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Instead of using water und citric acid or other acid, as descril"e, there is a
material advantage in employing an acid whey solution, or an acid milk (whole
or skim) may be employed. Also, in place of using citric acid, other acids siuh
as male acid may be used. However, I prefer to use as the acid source whey
which has been permitted to develop its acid naturally.

During and subsequent to the heating, and after the addition of the iteid
solution, tihe mixture is vigorously agitated so as to obtain as uniform a mix-
ture as possible. It is then preferably homogenized and, before cooling, con-
ducted by some suitable form of forced feed apparatus directly to the spray
heads of a spray drying equipment such as L used for the desiccation of nilk.
Tihe end product will be a powder containing about 08 per cent of moisturee and
the acidity should be about pH 5.0, sufficient acild or acid whey having vin
added, if nec -sary, to produce this acidity in the end product.

CHIMMs-FAT CoMPOsITIO

Although the dried cheese or cheese powder irtduced as described abjve mnay
be used Independently of any added fatty ingredient, such as on crackers, etc.,
In my preferred embodiment the dried cheese is combined with a fat, preferably
a fat which is solid at room temperatures.

The fats which I have found especially suitable in connection with my Inven-
tion are anhydrous ones, such as cocoanut or sesame oil, palm oil, and hydro-
genated cottonused or corn oil Numerous other edible fats which are sold
at room temperature will suggest themselves, although, of course, market con.
ditions will be an Important factor in determining the choice of fats. In any
case, however, It is desirable that the fat chosen Is one in which the fat globules
are nuiformly small in size. 'This characteristic is true of the fats menolloned
above. For the cheese Ingredient I prefer to use a dried, snappy, aged Amer-
ican cheese of good quality.

As to proportions, In a preferred embodiment I may use 3.5 percent of sub-
stantially dry powdered cheese and about 5 percent of fat. However, these
proportions may vary within wide limits, and I may use as low as 15 per cent
of such cheese or as much as r0 per cent.

My preferred methoy of combining the cheese and fat Is as follows:

fPFPARATION OF CHEESE SHORTENING

The fat is heated to approximately 180 to 100" F., or higher If desired. in
a suitable container such as a cheese kettle equipped with agitators. The dried
cheese described above, containing from 3 per cent down to less than one per
cent of moisture, and Which may- be either in powdered form or in the form
of relatively small lumpl or aggregates, Is mixed Into the fat and the mixture
stirred for approximately one-half hour In order to obtain a thorough Inter.
mingling of the cheese and fat and to produce a smooth texture in the final
product.

As a result of this operation, the dry cheese, if not originally in the form of
a finely-divided powder, disintegrates Into such a form, and each particle
becomes thoroughly coated with a fat film. This Is of great Importance in the
production of a smooth product.

The material thus prepared is packed, as by pouring through a nozzle or the
like, into Jars or other suitable containers and solidifies upon cooling to form
a soft, smooth product having a texture and density somewhat similar to a
thick mayonnaise or soft butter.

The fat-cheese product described above may be conveniently applied to pop-
corn, crackers, or the like by melting in a suitable container and then either
pouring or spraying It upon the material to be coated, or it may be spread by
meams of a knife. It may also be used as a shortener in the usual way, thus
imparting n Vheese flavor to the baked goods while functioning to shorten the
same.

Baked products embodying my Invention have a delightful cheese flavor
unmasked by the soapy taste common with such goods which have been made
prior to my Invention.

Many variations and modifications coming within the spirit of my Invention
will doubtless suggest themselves to those skilled In the art. Hence, I do not
wish to be limited to the specific embodiments herein described except to the
extent Indicated by the appended claims, which are to be Interpreted as broadly
as the state of the art will perilt.
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I claim as my invention:
1. The improvement in the prt of drying a normally solid cheese which

consists in comminuting the cheese, heating and agitating the same In the
presence of added water, sufficient heat, ngittlon, oand water lolng employed
to produce a smooth emulsion capiable, while still heated, of being forced through
the nozzles of the spniy-drying equipment, sad then vpray-dryig the mixture
to convert the same into a dry powder cuntalning not more than about 3 per
ient moisture.

2. Tie improvement in the art of drying a normally solid cheese which con-
lists In comminuting the cheese, heating and agitating the same in the presence
of added water, suaiclent heat, agitatlon, and water being employed to produce
a smooth emulsion containing atbut 70 ler cent of moistlture, and t-alrtble, while
sill heated, of being forced through the nozzles of the s)ray-drying equipment,
and then spray-drying the mixture to convert the same into a dry powder
(oitalinhJg not more than about 3 per cent moisture.

3. The improvement in the art of making acid Ixowder cheese which vonsLsts
In comminuting cheese of a normally aucid vasrlely, healing and agitating the
same in the presence of added water and acid, suflkfcent heat, agItation, water,
and acid being employed to produce ai smooth e nilioi containing about 70
per cent moisture and of nmterially greater acidity than would be rpo'sested by
the cheese under normal (,odlitton, n id theai spray-drying the material to
convert the same Into i dry powder containhig not inore than ubont 3 per cent
of inoisture and having a pt1 

value of not more than nppruximately pl 5.0.
FoaLT H. CLUR.x .

The ('nAtR.m,;. Ae there any other qtestions? Thank yon very
nmlch, Mr. Secretary.

Secretary Hull.

STATEMENT OF HON. CORDELL HULL, SECRETARY OF STATE

The CH.ARMAN.. M. SecretMry, ae there an, mallets in this tax
bill that you would like to bring to the attettom of the committee,
more than yott have already done in ti letter that volt have written
to the coittee and which the committee has "

Mr. HuL. Mr. Chairman, I am glad to have ai invitation to come
over to pay my respects to you gentleineti, in any event. I still feel
at home here.

You may remember that it was some 4 years ago that. Congress en.
acted the Recinxal Tilrade Agtreinents Act. If I may add just a
few woMs o that subject, leading nIl to this itemi, this pork item, tie
conditions then were not only of an einergency nature, but they were
considered desperate by almost every industry in the country. The
general economic situation everywdhere was very much of a like
nature. The entire commercial, financial, and general economic trade
structure of the world was flat oii its back and in the same connection
the economic strulctures of every nations, tie domestic structures, were
fiat on their back. People were in a hopeless situation.

It was then that we sought. the only possiblee way to attack this
completely Irostrate situation and to encourage nations everywhere to
relax somewhat tle extreme phases of their restrictions, restraints,
and obstructions that they had been putting U1n almost every phase
of international finance aid commerce. W We said, "Here is all emner-
gency situation," and we proposed a temporary emergency method of
attacking one h)llase of it. So that act was made temporary in its
nature, and its renewal was likewise made temporary in its nature.
There is yet a substantial amount of work to be done before the
emergency conditions disap)ear and before time emergency remedies
have beenisufficiently applied. We who are administering the Trade
Agreements Act come before you, therefore, just as a member of
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the Interstate Commerce Commission, or some other establishment.
which Congress has created with specific instructions and authority to
perform certain responsibilities.

The question, I think, is broader than taking up each item where
there is a varying amount of imports, or a stable amount, or a very
small volume. The question really I think we need to consider is
whether it is a wise and sound police on the part of this Nation to
undertake to furnish leadership with a program that is generally
considered now as practicable, sound, and timely.

For the purpose of making a contribution toward the restoration
of some, at least, of the normal processes of international finance
and commerce, which have been wrecked by unsound policies and the
backwash of the war, we cannot stand for embargoes on the one
hand as a policy. Nor does that mean, on the other hand, that we
should favor such reductions of tariff rates as would constitute un-
reasonable or excessive or materially hutful imports against the
competitive domestic industry in this country. The problem, we
think, is whether in the present very complicated conditions every-
where, and the abnormal economic conditions especially we will take
note of every fluctuation in an import of a given commodity and
rush to the enactment of an embargo or its equivalent in order to
keep it out. That is largely the question that is presented by these
different proposals that, are made.

If I may illustrate, for example, last summer the House, 1 think
it was, received an amendment placing a virtual embargo on imports
of anthracite coal, and the plea was verj earnestly and plausibly
offered that here was more than $3,0O0,O0b worth of coal coinig in
here, displacing that amount of wages and capital in this country.
and they had a lively discussion, ang there was a vote taken, and 'it
stood 151 to 156 on the amendment. The amendment was lost by
five votes. Well, during that discussion-and this is no criticisn;-
everybody is so engrossed these days with so many thingrs-the
other side of the picture was completely overlooked. Vhile $3,000,-
000 were coming in, more than $13,000,000 of exports were going out as
the product of American labor and American capital. Now, it is
easy to stop that. $3,000,000 from coming in; it is not .a destructive
import, it does not materially affect.domestic prices, but we must
make tp our minds to the fact that in that and all similar cases
the $13,-000000 will not go out. That is the problem that we have
presented to us. It is easy to put an embargo or a very little increase
on every commodity upon the theory that it will become serious and
materially hurtful.

That is what we undertook to do in 1930, -.s you remember. Every-
body was authorized to come in here and write any kind of rates
virtually that they cared to write, and we all know that there was
no bigger single factor in the general increase of every kind of re-
taliation anl hostile feeling among the nations that subsequently took
place. They had been told that if you could keep out every vestige
of an import, why, your domestic situation would be fine, but, in fact,
everybody went over the falls together, with drastically reduced
imports coming in during the depression following 1920, and with
the prices of farm products down to practically nothing. They all
went into bankruptcy. Prices of everything went down, values went
down. Fourteen million or more wage earners were out of employ-
ment. when there were no imports practically, certainly of a com-
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petitive nature. So, as we say, if adjusting prices, wages, and eni-
ployment was a mere matter of legislative enactment, everybody
could have it in every country. There would not be any question
about that.

So we have here a question of whether we ate going to apply an
embargo or virtually so, whenever there is some increase, without
looking back to see tie cause, or without looking ahead to see the
prospct, without any hearings of any kind, without even the Tariff
Commission being called on for facts, as far as I know.

On the question of so-called excise taxes, especially in cases like
this pork proposition, I can say that in making 17 trade agreements
we have secured pork concessions in 15 of them. Some people who
are unconsciously critical, make no real effort to understand the
methods that we employ. Some people express disappointment be-
cause overnight there are not immediate reflections of increases of
exports where we secure concessions.

We must realize that other nations are involved in a network of
restrictions and complications with still other countries with which
they also trade, and as many of them still have disordered currencies
andtaxes that are almost beyond imagination, they are not in a posi-
tion to develop fully and adequately the necessary purchasing power
overnight. So we have an inunense number of concessions tile re-
suits of which will be revealed in increased trade in due course, if
not immediately.

Many countries are gradually relaxing some of their restrictions
in order to get in this prograin. The country does not hear of them,
blit this program uuilertakes to attack this vast network of restric-
tions which have choked down the whole international economic
situation.

As Secretarv Wallace said, tile reactions back on our surplus-pro-
ducing inuistiies are terrific if they are allowed to go neglected long
enough I reieimber that the State of Texas alone suffered a decline
ill its cotton exports of over $200,000,000 between 1929 and 1932.
That was that aniomit of purchasing power taken out of our country
here for all other purposes. The same thing was true in numerous
similar instances.

Secretary Wallace has pointed out that under a nationalistic policy
we must be prepared to retire 40 to 100 million acres of croplai.
If we restrict production to our domestic consumption there will be a
most serious problem and a really disastrous situation resulting in the
future. Europe before the war, as you know, with nearly 600,000,00
people, was producing a vast. amount of industrial products, and
exchanging them with this country and South America and other
raw material and food-producing countries on a surplus basis. Well,
what has been happening during recent years is that each -nation,
in its effort to live behind its own economic fortification, so to speak,
has not. only encouraged, but is forcing other countries, industrial
countries, to pursue every possible method to secure raw materials
and foodstuffs from other sources. They cannot trade with a country
unless they can sell to some part of the world as well as buy, and as
long as there is this hopeless network of restrictions we are not
going to see any extensive improvement and expansion in the volume
of international commerce, notwithstanding the fact that 85 percent
of the population of the world is living 1 owi below or around the
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poverty level, and a vast portion of it only needs an opportunity to
work and to secure purchasing power in order to start the wheels of
trade moving here and yonder, and gradually everywhere. We can
very soon compel each country to find its ownl ra%- materials, or to
make them synthetically.

You are aw-are of the desperate economic situation in certain foreign
countries.

For example, they produce synthetic gasoline at about 50 cents a
gallon. We call bIuy ours at retail at about 20 cents a gallon. They
ration everybody aid they ration them ill alMost every way. TheV
desperately turn out mahy kinds of synthetic raw materials andl
cloth and other commodities at almost regardless of cost, and that is
the way they are undertaking to skimp along. There are some very
serious possibilities ahead, and it stenis back on tie question of
inadequate foodshfls and raw materials and opportunities for people
to work and be as comfortable as they were in forlner periods.

We were all sure, as you remember, when the first trouble broke
out in Europe in 1914 that we were safe; we were all sure when a
terrific depression rumors broke out in 1929 that we could get by it.
but, the depression came.

So here we come now, after this little general statement, we come
now to the question of whether we propoe., by so-called excise taxes'-
without hearings, without consieration-wlther we propose to cs.
tablish that policy. Now, if you gentlemen think that von should
repeal a temporary emergency agency that we are undertaking to
operate with every po i0le care am considerntion for evervb)sh"
affected, if you think it should be repealed before we finish this-work.
why, that is one question but to inaugurate a policy of import taxes
as i substitute method of tariff-making, that is another proposition.
I submit it to you, gentlemen, whether you want. to enter upon thatSort of a policy while this temporAry agency istrutgling desperately
with a most desperate economic situation. I woihl like to impress
that question upon you first. becau-e in my judgment, you will enter
upon a very confused and 'What will prove to be a most unlesirable
situation f; om the standpoint of the beneficiaries of these enactments,
and naturally it will handicap the consummation of this emergency
undertaking.

I cannot offer a better illustration than this pork and hog situa-
tion. Pork is normally on a heavy export basis and there is real
reason to believe that a very substantial portion of the lost markets
can be restored. So just as we are approaching a country that buys
$2 from us to our $1 from it, and which has brought enormous quaim.
titles of hog products from us in the past, just as we are a)proaching
it in an effoi to secure real concessions on hog priiucts, to say
nothing of a great many other important agricultural products, here
is a proposal to announce that we stand for embargoes against any
little sporadic or temporary item that comes in, even though it may"
be entirely due to a drought that will not come back again in 10
years or 20 years.

I submit that that, poliey is not sound. It does the hog grower
far more injury than it d{es aid. I have said to a gentleman who
came in to see me about an embargo some months ago, a gentleman
from Iowa, that during the 5 year prior to 1929 when the depression
came we imported a total 'of 9,000,000 bushels of corn, shelled corn.
and some little scattering amount in the form of hog pihoducts. I
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said just as you see that corn was brought from way down yonder
in tile Argentine, foreign corn raised by foreign labor and brought
right up the Mississippi and in the sight of tile Chicago market, it.
was spread out to the people and I said it may, to a minor extent,
to ali inappreciable extent, have affected the price of corn in the
Chicago market ; that is true, hut, I said, on the other hand, during
that same 5 years we exported! over 109.O00),000 bushels of corn in
the shell and 690,000,000 bushels of corn in the form of hog products.
Now, I said, you can take your choice. We cannot eat our cake and
have it too. as the saying is.

It is easy to shut out these little items that come in here tern.
porarily and sporidicaly as a rule. If thiey come in on a steadilyincreasing scale, to an extent materially Iinurious, then we are al
concerned, but it is this other case that I am talking about. Now,
I said, "You can take your choice. That is what has happened to
you already. You can shut off these 800,000.000 bushels in order to
shut out a'few million bushels."

We got up against these conditions and so here we come to yon.
gentlemen to call attention to them. You are just as much inter-
ested as we are, We are just as interested as von are in this present
disturbed outlook t hat confronts us domest ically and internationally.

Now, a drought occurred iii 19.34 and 1936 *and that was chiefly
responsible for this hog situation. Somelbody -aid there were less
hogs on hand last sinnuner than there had Icein in 40 vears. Now, if
we are to cut off our noe to spite our face. so to speak, by raising anembargo in face. of this request that we have re pending to r .etore
vast markets for our surplus corn and hog products, why,there need
lie no misunderstanding about it.

So that is all, Mr. Chairman. I just wanted to enter into thos
general phases, knowing that you gentleman have, foinm me and others,
all wx kimow, and may-e more besides.

Senator BARKLEY. I am sorry to leave. Mr. Secretary. I have got
to go to the floor. We will probably take ptl the naval appropria-
tion bill.

The CAIRMAN. 1ge are goingto work here as long as we Can. Now.
are there any questions to be asked I

Senator CArrr. May I say, Mr. Secretary, that I come from a great
hog-producing State, ind it means a lot to tile small farmers, more
than any other phase of time livestock industry. Il the last 4 years
they haie seen the importation of pork product, esVecially hams'from
Poland coming in here steadily, rapidly increasing and they are
alarimeA about. it. They are very much interested in this amendment,
this excise tax, and the feeling of that whole country ot there is
reflected in the fact that there have been six national livestock and
farm organizations who appeared here in the last 2 weeks before this
committee urging that excise tax. One of them-the National Farm-
es Union-was represented by John Vesecky, from my own State,
a man who has been the leader of tile farm folks there for years, who
camne before this committee of his own accord, and every omie of these
national organizations have come here voluntarily seeking this little
protection.

Now, the hog industry is undoubtedly threatened by this greatly
increasing importation of pork products from these foreign countries.
There never was a time, in my opinion, when the farmer out there
was as much in need of the favorable consideration of this Congress as
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right now. Now, why should we deny him this little protection that
lie seeks against tie-competition of foreign products I

The livestock people out there think that this canned beef should
be shut off, the beef that is canned in foreign countries and being
sold in every market in this country today. That is another thing
that disturbs them very much out there. "So we cannot see why we
should not have all the assistance that we are asking in this pork tax.

Mr. Huml. There is no trouble about it, Senator. You can put this
embargo on, as I said, but you must. be prepared, when you shut. out
one ham from Poland that has been coming in purIly temporarily on
account of the scarcity here, and also because it is more or less of a
luxury, selling at a high price, compared with American ham, you can
shut that temporary iten out, but you must be prepared to keep here
three or four hams that we sell to Great Britain and other countries
for every ham that we shut out. That is the point I make.

Senator WALSH. Mr. Secretary.
Mr. Huum. Yes.
Senator WAL.H. There are some excise taxes in this House bill that,

have been repealed. Canl I assume from your statement that you are
in general sympathy with this committee favoring the repeal of the
existing excise taxes?

Mr. Humu. As I say, Senator, sometimes in talking here I forget
that I am not a member, and I know you will excuse my presumption,
but I think the committee will find it much more desirable, even front
the standpoint of these beneficiaries who seek an increase of excise
tariffs it would be better for everybody to proceed on a more syste-
matic basis with tariff makingthan that: In my judgment that A:ould
prove better for everybody.

Seiiato WALSH. I assume you feel that the committee ought to look
with great caution and hesitancy upon imposing new excise taxes-in
this bill.

Mr. HuLL, I think if I were the committee, as I said, if that is now
to be a general policy, then I would repeal this temporary emergency
agency that we are undertaking to operate anid go back to the o1(
order that we used to participate in here of everybody writing any-
thing they want.

Senator WALSH. I think I understand it. Then you think the
position of the connittee would be somewhat in conflict with the
purposes of your objectives?Mr. HULL. Exactly.

Senator WALSH. If we continue to impose excise taxes?
Mr. HULL. Yes.
Senator VALs. And removing them would have the tendency of

giving you a free hand?
Mr. Arm,. That is true, and, besides, virtually every one of theve

excise proposals is based upon some temporary and abnormal condi-
tion and not, based upon a real claini for relief against some increas-
ingly hurtful permanent condition.

Senator BAILEY. Mr. Secretary, most of the excise taxes, as I recall.
were compensatory taxes, as compensating the consequences of proc-
essing taxes. Would you advise generally against those taxes?

Mr, HuM.. Frankly, I do not know as much about your domestic
problems as I should, because I have been so completely engrossed
with the international phses. I would not undertake to go into de-
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tails there, except if you are going to have an embargo policy, then
-ere need be no misunderstanding about its effects; and if you do

that, then you will come nearest getting to it. by putting on these
excise taxes without any hearings, without any investigation, and the
like.

Senator BAILEY. But. most of our excise taxes were put on because
we had put a procesing tax on these things, and if you did not put
excise taxes on the imports we would give them a great advantage.

Mr. HULL, As I say, Senator, I am not attempting to discuss that
phase of it.

Senator BAILE . Let me put before you a practical matter which
has given me some trouble. Just a few weeks ago the miners in
western North Carolina mined mica and feldspar. That is about all
they do mine. 8.000 people live by mining feldspar and mica and
byproducts. Nolv, Caniada has lately learned to produce methylene-
cyanate, which is a better article. All of those miners are going out
of business, their occupation is gone, because methylenecyanate under-
sells them. Both articles are used in crockery and glassware.

Here is what I am confronted with: I know the general policy and
I do not like to go against it. I know if you start to write the tariffs
heie by way of excis taxes we vould just open all tie doors, and we
do not like to do that; but those 8,000 people are prostrated, they
are destroyed, the whole industry is gone.

Now, we have an agricultural act which forbids them to produce
tobacco and cotton. They have nowhere to go. They are penned up.
The Canadians take their minhig market while the Government, on
the other hand, ties their hands. They cannot go into agriculture,
and, of course, we know there is no taking them into industry. So
I am confronted with the fact that 8,000 people in fire North Caro-
lina counties are being driven out of any way on earth to make a
living. What would you do with a problem of that sort I

Mr. Huij. What is the difference in the tariff?
Senator BAILEY. I think $5 or $0 is the difference. I will agree

that $6 a ton amounts to an embargo.
Mr. HULL. As I said, the question of policy, as to how far we will

go ill safeguarding business or an industry, and where we will stop,
the economic policy is one that requires very careful investigation in
each instance. Of course, in your case a mere increase of 50 percent
tinder section 330 would not. mean anything in the way of relief..

Senator BAILEY. As it happens, there is no tariff on this mcthylene-
cyanate at all. we cannot get any relief, and the thing that I am up
against, here I do not like. I want. to put the problem to you. Sup-
pose you are a member of Congress, what. would you do?

Mr. Hut,. Well, I represented some industrial constituents for a
time when I was in Congress. As I say, I would take each case that
had any reasonable claims for Government help, and I would have
all of the economic facts pertaining to the situation developed ,
preferably by the Tariff Commission, as well as others. .

Senator BAILEY. If it really did appear that it would drive 8,000
people out of a means of Jiveliho~d under a public policy, in which
we had excluded them from any other opportunity, we would be
willing to do something to keep them going.

Mr. HuLu, As I say, sometimes they decide that they have no
recourse except to come here, when I often find, on going ack on the
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ground and thoroughly investigatingit, that there were other ways
that they could pursue that would be helpful as well as relying on
Government help.

Senator BAILEY. All of the reports here from your Department and
also from the Tariff Commission are that this methylene-cyanate will
undersell the feldspar by 20 or 30 percent. Now, I am dealing with
the fact that we have 8,000 people who are just driven out; they
haven't anywhere to go, and if we did not have an agricultural bill
which forbids them to produce tobacco we could produce tobacco, but
Kentucky and Tennessee have the monopoly of tobacco under this
act, and we would have to pay a penalty if 1e produce it.

Mr. HumL I may say that in the State of Texas our cotton people
were exporting $000,000,000 of their prod hcts, and on account of
Brazil, China, and India, and other countries that are being rapidly
developed in the production of cotton, that whole group in Texas-as
well as the cotton growers in other States-are threatened with a
complete loss of any occupation. That is the point I raised. We
have got a tremendous situation on our hands. Some of these days
I think we will all realize it more keenly than we do now. That'is
why we are struggling here as we are to furnish a program to support
a movement that will greatly contribute toward improving our 1do-mestic economy and expanding it, and give people everywFere more
opportunity. Now, we can abandon all that in order io deal with
individual cases, whereas I think we should study the whole problem.

Senator BAILEY. I am willing to d1o that, but at the same time,
when I see 8,000 people thrown out of anywhere on earth to make
a living, and I know that the Canadians are making the living that
theywould have made, and they are not American taxpayers-I do
not. represent them at any rate-I have a temptation to do some-
thing about it.

Now, let us move from that into our oils. I introduced an amend-
ment 2 years ago, an excise tax-

Senator CONNALLY. That is not effective.
Senator BAILEY. It is working all right. That is just my point.

This oil business all the way from Maine to Florida on the At-
lantic Coast became very prosperous, the American market was
preserved for American oil. I do not know what the people in
Japan or the Scandinavian countries lost by way of shipments, but
I do know what North Carolina gained. I know that none of those
people are on relief now. Was not that a good thing to do?

Air. HuLL. You can select instances here and there, Senator. For
instance, in 1929, we were all arranging for an improved condi-
tion of every industry, everywhere, simply by increasing tariffs, but the
thing was overdone,"from my point of view, so everybody went baiik.
ript practically. Now we are trying to pursue a course of modera-
tion and not overlook any reasonable case that calls for special treat-
ment or slxccial consideration, but it is easy to pick out one instance
and generalize from that, just like our people did with Canada in
192. They said, "Now here are $500,000,000 of imports coming in.
Why should they be coming in? Let us get rid of them." Well, they
undertook to (to it, but in getting rid of the $300,000,000 of these
im, )rts they lost $700 000,000 of exports to Canada.

Senator Kixo. IVe had as high as $800,000,000 at one time.
Mr. Hui r. That is right.
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Senator BAILEY. I sympathize with them.
Mr. HULt,. And I sympathize with your special condition. There

will e one here and there naturally, otherwise there would not be
any real task for an important statesman here in Washington.

&,eIator BAmLr. Then your view is while we should pursue the
general Ilicy that you suggest, that in special cases if we should
find an excise tax would be in order we might prxeed with that.

Mr. Hurj. As I say, I would not proceed to the point of destroy-
ing this whole movement and destroying the whole policy of tariff-
making along more practical and 'far-sighted lines. i (to think
that I would first have a survey made by the Tariff Commission in
l)articular cases and then deal fit a broad wav with each case in the
light of the general economy instead of dealing here with isolated
cases without reference to tle repercussions on the general economy
of the country. I just feel very deeply that we are making some
progress with this program of irade reWstoratioi, and my judgment
is that a successful trade agreement with the United Kingdom will
not only be of great economic advantage to both countries. it
will b a great constructive step toward the creation of a solid foum-
d(tion for peace.

Senator BAILEY. I sympathize with you in the efforts of peace, but I
ain not optinistic enough to think that we can do anything to make
those men that run the road to go the by way of peace.

Mr. Htm. We are trying to encourage them to get. down to pro-
ducing something besides war materials, and if they do, they will move
more and more away from war.

Senator W.LSi. "Mr. Secretary, I would like to ask you a brief
question. Don't you think that, it is the economic conditions that have
taken place throughout the world during this depression that are more
responsible for our decline in exports than our tariff policy

Mr. HuL Senator, of course while I watched it, as you may
remember, you and I used to talh about these things from week to
week, and f bored you a great (leal, I know, but apparently the major
factor was the backwash of the war and the confusion anmi demorali-
zation.

Senator IVALSi. And even more the recent depression that came
in 1931.

Mr. HULL The biggest, single factor that brought on the depression
in 1929 was a wild runaway race in the setting up of every conceivable
kind of an obstruction to finance and commerce, coupled ;vith the con-
dition that we were making large loans with which to pay for our
exports, but just as soon as these restrictions became so severe that it.
became impossible to make the processes of finance and commerce
function we quit loaning. Nations could not pay, they could not get
money or goods across bumlaries to pay for raw materials or food.
stuffs, and the price of raw materials and foodstuffs was the first to
slump, and then cane industrial protection.

Late in 1928 we announced that we were going to enact an imrpor.
tant increase in tariffs. We proceeded with hearings in December
1928. We were advertising to the world that that was our purpose,
and that is what we were doing. Whereupon, in retaliation, thirty-
odd nations proceeded to run up every conceivable trade barrier.
Tariffs were the least part of it. Quotas, exchange restrictions, intport
licenses, compensation agreements, and every other kind of arrange.
mnent, soon had trade drawn into a hard lknot. Surplus-producing
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nations, whether agricultural mining, or industrial found themselves
with great surpl uses on hand and nowhere to sell them, and then the
bottom began to drop out of prices. You can call it what you want
but it was a combination of restrictions onl every phase of international
business and commerce, based on the theory that each nation could go
on by itself, or practically so. There was no bigger single factor
than that.

Senator WALSH. Many people are of the opinion that the real loss
of purchasing power all over the world is the major cause of our
exports declining, and that we have accentuated and put too much
stress upon the fact that it was the high-tariff policy. That is the
point I wanted to make to you.

Mr. Hu,, I am very glad you brought that out. I do wish every-
body could find time to go into every detail of that question, because
I am convinced that, there was no bigger single factor than the one
idea that each nation could adopt embargoes against anything that
was even remotely competitive.

Senator WALsm Do you think that had anything to do with the
collapse in September of 1929 in this country?

Mrn HUL Naturally I do. Any impression that may be given of
a major change has aii immediate effect in all those fields. For exam-
ple sometime ago a mere rumor came out that. we were going to
change the price of gold. That spread as fast as electricity could
carry it. There were the most violent fluctuations in vies, in
prices, in trade transactions, in every important business center in
t lie world.

Senator TowisEN D. When was that, Mr. Secretary?
Mr. Hum.u That was about. a year ago. That is an illustration

of the delicate nature of international economic and financial rela-
tionships.

Senator W LSI. I do not want to take up your time and the time
of the committee because this is only indirectly germane to our
proposition here, but I just want to ask you one more question.
Are you experiencing the trouble that we'individually experience
when people come to us and say that. though the imports are trifling,
small and insignificant, they have an effect upon prices that makes
prroduction unprofitable in our own country? Is not that a very
serious problem that you have to deal with ?

Mr. Hum Yes; we encounter some of those things.
The CHAIRMAN. We thank you very much, Mr. Secretary.
Mr. Hurm. I must ask your pardon for talking in thii scattering
Tile CHAMIr. That is the best way for you to talk.

Senator CONNALLY. Do you think we ougit to knock out this hog
tariffI

Mr. Hur.,~ Unless you want to shut off our hog exports, and we
are normally on a heavy export basis.

Senator EtmiRio. I listened to the Secretary of Agriculture say
that Iowa raised twice as many hogs as any other State. I have hot
had a single request from anybody representing the hog growers
in Iowa for this, nor have I heard anyone appearing before the
committee urging it. I

Senator Kwo. Is it not a fact that we are exporting several hun-
dred million dollars in hog products, and those hog products con.



REVENUE AOT OF 1938 59

sume corn, and therefore the, farmers producing corn in Iowa and
Kansas are the beneficiaries of the hog exports.

Mr. Hui.,. That is why wehope to get concessions.
The CHAIRMAX. We will hear from Senator O'Mahoney, unless

you want to ask him some questions.
Senator CAPPER. I just want to say to Senator Herring that I

received a letter from the Iowa Swine Producers Association, which
is one of the oldest and most representative swine growers organiza-
tions in the country.

Senator HERRINo. Who is the head of thatI
Senator CAPPER. Ed J. Morrissey is the president. There is a lop~g

list of men.
Senator HEmaxo. Is that in the manufacturing end?
Senator CAPPER. They have been in the business of producing hogs

for years and they have appealed to me to do what I can to get the
pork tax retained. I know a good many of them. They are very
representative people.

T he CHAIRMA.N. All right, Senator O'Mahoney.

STATEMENT OF HON. IOSEPH 0. O'XAHONEY, UNITED STATES
SENATOR FROM THE STATE OF WYOMING

Senator O'MAtroMr. Mr. Chairman, I am sensible of the fact that
T am undertaking a heavy burden in appearing before this commit.
tee immediately after Secretary Hull. It was quite apparent that
his mere presence in this pit here induced an atmosphere of calm in
the committee that was in rather strong contrast to that which ex-
isted before he appeared.

I might say with respect to both Secretary Hull and Secretary
Wallace, i feel that no administration has ever been fortunate in
having more able and frank men in charge of any department than
these two men.

I came here this morning, however, direct from the office of the
Farm Credit Administration, where with several other Senators
representing the West, we were conferring. with Governor Myers,
and the entire staff of the Farm Credit Administration, with respect
to the livestock loan problem. I came immediately into this room
und listened to the arguments of the two very able secretaries, one of
them indicating, perhaps a little haltingly, but nevertheless indicat-
ing, his belief that we shall probably have to come to processing
taxes in January, and the other indicating his belief that we should
proceed with this far-flung policy of reciprocal trade agreements.

Now the two policies, to my mind, do not seem to be in harmony.
Not only is that true, but in the Farm Credit Administration I found
that we have, as a Government, outstanding loans to producers of
"livestock amounting, on the 31st of December last, to in excess of
$163,000,000, and that private loans to livestock producers on the
same date are estimated at about $93,000,000.

Senator Kixo. Principally cattle and sheep?
Senator O'MAHONMY. Yes; livestock, cattle, and sheep. I n other

words, under our present economy the Federal Government is' the
holder of two.thirds of all the loans upon livestock.

If I were to'call your attention to all loans for agricultural com.
modities it would be" found to be about $850,000,000. In other words,
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Mr. Chairman and gentlemen of this committee, we have a condition
is this country now in which the Government of the United States
is the primary factors in financing agriculture, and particularly in
financing livestock.

Now while the Goveriunent is loaning money on livestock and
the Secretary of State is negotiating reciprocal trade agreements for
the admission of increased imports of livestock and livestock prod.
ucts, we find the President at Gainesville, Ga., talking to the Nation
about improving the standards of wages and hours, an objective with
which I thoroughly sympathize.

Senator BAILEY. Getting rid of feudalism, you sympathize with
that?

Senator O'MAHONEY. I shall not go into any such characterizations.
I am taking about objectives here.

I am calling attention to the fact that while the President is urging
a very proper policy of raising the standards of labor for industrial
workers, the State Department is considering the restriction of tariffs
on livestock and livestock products, including the duties on British
woolen manufacturers, and at. the same time opposed to any reduc-
tion of importations of canned meats.

Is it not proper to inquire whether we may expect to accomplish the
present problem with respect to wages and hours if we pursue the
program of inviting an increased importation of products in compe-
tition with those produced in the United States?

Simultaneously, with this alparent conflict of policy, we are in one
breath proclaiming the problem of maintaining the prices for cer-
tain agricultural crops and at the same time insisting upon another
policy, the probable effect of which will be to depivss the prices of
another agricultural commodity.

W e passed a farm bill, the asserted purpose of which is to main-
tain the prices of wheat, corn, cotton, tobacco, and rice by restricting
their production. This is a bill by which we make it impossible for
citizens like the constituents of whom Senator Bailey spoke a few
moments ago, though driven out of the mine industry, to go into
agriculture for the production of any of these five crops. They could
however, go into the production of'livestock, for in passing this bill
we refused to accept the amendment asked by the livestock industry
to protect it from the creation of new surpluses. It is in this situ,-
tion that the Secretary opposes efforts to restrict foreign competition
with the livestock industry.

We passed that farm bill in the middle of this session, and on Fri-
day last we passed an li-page bill amending it, amending a bill
which has hardly gotten into operation, indicating again a confusion
of purpose, a confusion of minds, and an inability to assess the
problem that confronts us.

Secretary Hull says that we must not be concerned with imports-
when they'are small as compared to domestic consumption, particu-
larly if we are having at the same time the benefits of Jare exports.
Argument is made with respect. to pork, that the United States is
upon an export. basis. I do not propose to testify with respect to
pork because I have not studied that problem, but I can say to this
committee that the Secretarv's comment does not hold true with
respect to livestock. The authority for my statement in this regard
is the Bureau of Agricultural Economics under Secretary Wallace.
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IMPORT OF CANNED BEZF

On March 15 1 wrote to Dr. Black, the head of that, Bureau, for
information with respect to this subject and I received his response,
which tells this very interesting story:

In 1930 the exports of American beef to foreign countries amounted
to 16,3S0,000 pounds. In 1937 they had fallen to 8,172,000 pounds.
In other words, during this 7-year period the exports of American
beef were almost exactly cut inhalf.

Now, while that reduction of American exports was going on there
was in increase of imported canned beef. In 1930 the imports
amounted to 58,000,000 pounds. In 193? the) were estimated to
amount to 89,839,000 pounds. So you have this contrasting situation..
Our export market is disappearing and the American market for
imports of beef is being increased. But they tell us this increased
importation is the result of the drought. The facts do not sub-
stantiate that contention at all.

Here I have a table furnished me by the Tariff Commission. In
1920 when canned meat was on the free list inportations into the
United States amounted to 3,979,000 pounds. They began to in.
crease steadily, became much larger in 19"23, 4,49600, and jumping
in 1924 to 7,020,000 pounds. And so it went until in 1929 the im-
ports amounted to 79,897,000 pounds of caned beef.

Now then, Conrss feeling that this condition justified some
remedial action adopted in the Smoot-Hawley tariff bill a tariff
upon canned meat amounting to 6 cents a pound. Vell, the expected
result took place almost immediately. In 1931 the imports were cut
from 79,000,000 pounds to 19,6300)0 pounds, but immediately con-
ditions began to adjust themselves to the increased tariff and once
more imports began to pile up year after year. In 1932, die recei ts
jumped to 24,630,000 pounds and in 1933 to 41,343,000 rounds. All
before the drought. Increased imports of canned meatI

In 1934,--now, we come into the drought period,-iniports jumped
to 46,072,000 pounds; in 1935 to 7O6258,000 pounds; in 1936 to 87,802,-
000 pounds, and in 193Z the estimated importation is 88,091,000
pounds. I submit the record shows that this is not the result of any
condition of drought in this country but solely to the fact that we
are not preserving the domestic market for the domestic producers.

There is a factor in this situation which everybody apparently is
utterly and completely overlooking. Let, us not deceive ourselves
in the thought that we are doing any good to South America by in-
viting this importation of canned beef. The beneficiaries of this
importation aie the packers in Chicago. Four large packers control
the canneries in Argentina and Unguay, and I an told that now,
because they can find a cheaper source of supply of beef and a
cheaper labor market in Madagascar than they have in Uruguay and
Argentina, they are switching to Madagascar. What we are doing,
gentlemen of the committee, is to permit American capital and
American machinery to go into other countries where there is cheaper
labor and cheaper raw material to produce industrialized commodities
to coin te with our own citizens, and we are doing this at a time
when there are between It and 13 million unemployed people in the
United States. Between 11 and 13 million people in this country
without work and we talk about processing taxes to be paid by our
consumers I
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Are we going to (live into a downward Spiral I We cannot deal
with present conditions in terms of the ol international psychology,
because the fact of tie matter is this condition which I pointed out.
to you with respect to the exportation of American capital, illustrated
by'the activity of the 4 big packers, is a condition that exists all
over the world. If you seek to find the cause of Hitlerism and of
the policy of Mussolini; if you seek to find the cause of the strange
manifestations throughout the world you will find it in the fact that
the European cartel has seized control of the economic machinery of
Europe. Beware of the fact that combinations are seizing control
of the economic machinery in the United States.

Senator Baow,. Senator O'Mahoney, what do you say to Secre-
tary Wallace's argument that the producers can get twice as much
for" their beef in the form of sausage as they can when it is canned 1
Is that an answer?

LIrTLE CANNING IN UNITED STATES

Senator O'MA0ro'rY. That is no answer at all, because the fact is
that. we have no canning in the United States. The packers prefer
to take the cheap meat that they can get in Uruguay and Argentina
and they will not build canneries here, but when the United States
Department of Agriculture and the relief agencies were driven to
the policy of purchasing cattle in the drought then we set up our
cancers Ve set them. u through the Government, through the
W. P. A. and we canned this meat which was bought on the drought-
stricken ranges in the West, and we used it all.

Senator JoH %SON. Is it also true, Senator, that the cattle that go
into the sausage trade in this country are the very poorest beef, and
the cattle that go into the cans in South America are the very finest.
type of beef animals?

Senator O'MAlroxgr. That is right. May I say when I am talk-
ing about the importation of 89,000,000 pounds of canned beef I
want the members of this committee to know that. that standard of
measure is not at all comparable with the measure of cattle upon the
market. Eighty-nine thousand pounds, or 88,000,000 pounds of
canned meat, according to the conversion factor used by the Depart-
meit of Agriculture, amounts to 176,000,000 pounds of fresh beef,
and according to the conversion factor which is urged by others
it ought to be about 206,000,000 to 210,000,000 pounds.

Senator WALH. Mr. O'Mahoney, you pointed out the gradual de-
cline in the exports of beef between 1930 and 1937.

Senator O'MAHONEY. Yes. -
Senator WALSH. Was that decline steady and gradual?
Senator O'MAHONEY. The figures were as follows: 1930, 16,380,000;

1931, 14,500,000; 1932, 10,872,000; 1933, 13,935.000; 1934, 10,424,000;
1935, 7,f71,000; 1936. 10,248,000; and in 1937, 8.172.000.

Senator ALsmH. So that while there was a steady increase in in-
ports the reverse vas taking place with exports?

Senator O'MAHONEY. Except for the period of the drought. year,
except in this period of 1933, there was an increase, and aguin in
1934. Now, to what that was attributed I cannot say, but it was
not at all as great as it wias in the year 1930.

1q



REVENUE AOT OF 1M3 63
Senator WASH. The exports are about seven times or eight times

as great as the imports
Senator O'ManrmLY. That is right.
Senator CAPrE. Senator you made a very convincing argument as

to beefand the importation of beef products. Does not your argu-
mentt apply equally to pork products, the importation of porkproducts ISenator O'MAHoNEY. I must be frank with the committee. I do
not know. I have not studied that problem. I do understand, from
what attention I have given to it, that pork is much more largely
upon an export basis than beef.

Senator CAPPE. But the importation of pork products has been
steadily increasing, rapidly increasing, for the last 5 years.

Senator KiNo. I will make the statement that the export of corn
products, of hog products, lard, and oil has been 4 or 5 hundred
million dollars' worth, and you people who raise corn are the bene-
ficiaries of it, because you feed the corn to the pork which we export.

Senator CAPPEI. We haven't had any corn to feed in the last 2 or
3 years.

V0he CHAIRMAN. I want to ask you, Senator O'Mahoney, have the
cattle people applied to the Tariff Commission under the law for any
increase?

Senator OMAHONEY. No, I think not; not as far as I know. I
certainly did not.

The C IIAIRMAN. I was just wondering, because under the law they
would be entitled to 60-percent increase if they could make the
proper showing.

Senator O'ZAnIOxEY. Of course Mr. Chairman it must. be.perfectly
obvious to all of us that with the Secretary of State dominating
the international situation as lie does, with the reciprocal trade
agreement. program, there is no possibility of securing administra-
tive action wit i respect to increases upon the excise taxes or the
tariffs, and it. would be a sort of a useless procedure to go through.
The Secretary sits here and asks you to pay no attention to these
various suggestions with respect to excise taxes, because they would
interfere with the broader program which he has in mind. Now,
though I am in full sympathy with his purposes--

Senator BAILEY. And he does not know'what your program is.
Senator O'MAHONEY. I say this with the utmost respect and indeed

affection for the Secretary, but I could not avoid an inference from
the statement which lie made here In response to Senator Bailey
when lie said lie did not know much about the domestic situation
because lie was devoting his time to the international situation. It
is our duty as Members of Congress to pay a little attention to the
domestic situation.

Senator KINo. Senator may I interrupt you there?
Senator O'MAHONEY. Certainly.
Senator KiNo. I do not think, in the discharge of his duties, or in

the execution of the reciprocity treaties, once a treaty is entered into
that would supersede the tariff duties, that the power of the Tariff
Commission to make investigations and to make declarations pur-
suant to their findings has b6en abolished or superseded.

Senator O'MAWIos.Y. As I understand it, action must be taken by
the President. The Tariff Commission may only make recommenda-
tions.
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Senator KiNo. I understand.
Senator O'MAHONEY. It would seem to me to be a useless gesture.
Senator KiNo. The activities of the State Department, the activi-

ties of the reciprocity organization would not supersede any recom-
mendation of the Tariff Commission unless that agreement had been
ratified.

Senator CAPPER. Certainly the Congress has a right to step in and
say a situation exists which demands some protection, and that is
what the House of Representatives, by an overwhelming majority,
has done, they put in this bill a tax to protect the pork.

Senator KiNo. I do not deny the authority of Congress. In the
Smoot-Hawley Tariff Act, and in the MeCumber Act the Congress
asserted its right, and they did a darned fool thing in many ways.

The CHAIRMAN. Of course the argument would be strengthened
if application would be made to the Tariff Commission, which is
supposed to be an independent body, and if they had recommended
even though the President did not approve the findings, if they had
recommended an increase there would be a stronger case presented
than where there has been no such application made and where the
Tariff Commission did not act.
. Senator OIAAHo.XEY. Of course, there can beno question of that,

and I know the committee has been very kind to listen to this presen-
tation of the" facts which would be presented to the Tariff Commis-
sion. Of course, both the Tariff Commission and the Secretary of
State, under the Reciprocal Trade Agreement Act, are merely exer-
cising the delegated powers of Congress, so I feel when I come to
this committee that I am coming to the head and source of their
authority.

The CHAMAN. We find no fault with you in presenting this
amendment.

Senator BAILEY. I agree with Senator. O'Mahoney. If the Tariff
Commission should make any recommendation to increase any tariff
now it would probably be met with the formal statement from the
Secretary of State that any change in the tariff would interfere with
his ne otiations. I think we have got to deal with it if it has got
to be dealt with at all.

Senator CoNSAlLY. What rate do you proposed
Senator O'MAHoNLY. Three cents.
Senator CONNALLY. Three cents additional, or 9 cents.
Senator O'MAHON-Y. lay I point out, if I understand Secretary

Wallace correctly, he was not objecting to an excise tax upon canned
ham, and, of course, all we are asking for in this amendment, which
is presented by Senator Johnson and Senator Adams of Colorado
and Senator chwartz and myself of Wyoming, it provides for an
excise tax upon canned beef only.

The CHAIRMAN. I did not understand him to advocate a tax upon
canned ham. He said that they could make'an argument for canned
ham.

Senator GOoRoR. That they could make a plausible case.
Senator JOHNSON. Make it less objectionable.
Senator O'MAHo.Ky, Yes; make it less objectionable.
The CHAIRMAN. You have made a very plausible and very per-

suasive case but not convincing.
Senator O'MAnoxIY. The Senator amazes me. May I add just

this: The total number of cattle in the United States in 1932 was
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65,770,000. Next year they increased to 70,204,000; next year, 74,-
26,2,000, and that increase in the cattle population was accompanied
b a tremendous fall in the price of cattle. Then the drought came
aiong. The drought operated naturally as a curtailment program
for getting rid of a surplus of cattle. We did not have tile A. A. A.
to cut down the surplus of cattle, we did have the drought.

Senator CONNALLY. That is 1934 you are talking about ?
Senator O'MAHONEY. That was the high point, 74,262,000.
Senator Co.NALLY. We killed 8,000,000.
Senator O'MAIoNEY. Yes. In 1935 the number had been reduced

to 68,529,00; in 1936 to 67,960,000- in 1937 to 66,676,000; and it is
estimated for 1938 the cattle populate will be 65,930,000.

Now, the point I want to make is that in 1934 at the very high
point of our cattle population, the number of beek cattle per capita
of population in the United States was 0.287. In 1938, if this estimate
is correct, the reduction will be only 0.05 of one or-0.237.

So that it is quite obvious we have not yet come out of the surplus
state of cattle, and we are bringing in from South America, from
Uruguay and Argentina, the equivalent of almost 200,000,000 pounds
a year.

In these circumstances, Mr. Chairman, I feel that we are entitled
to ask the consideration of the committee upon this amendment.

Now, may I say just an additional word I The total duty collected
for 1937, at 6 cents a pound, is estimated $5,285490- for 1936, the
revenue amounted to $5,8,179. So that if you should estimate that
this excise tax would reduce the importations by one-third you would
still be producing an increased revenue of more than $3,000,000.

The CHAIRnAN. So you are asking for this on the revenue ground

FAIRNESS TOWARD LIV SOCK INDVUSIaY

Senator OMAHONEY. Oh, Mr. Chairman, I would not deceive my-
self, or attempt to deceive you on that, not at all. I amasking it
because, Mr. Chairman, we passed'a farm bill from which there was
excluded, by the conference committee, after both Houses of Con-
gress had adopted it, an amendment which was designed to prevent
the use of diverted acreage for the production of additional cattle.
Both Houses of Congress had adopted that amendment and it 'was
stricken out by the conference committee so that the livestock indus-
try is now to all intents and Purposes almost an orphan child. We
refuse to protect it from the cl aim of new domestic surpluses by the
terms of the farm bill and at the same time we invite the creation of
a foreign surplus by the increased importations of foreign livestock
and livestock products.

Senator Ki.-o. I would like to ask a question. Why, in view of
this surplus of production of cattle and this. importation of beef is
so high, I have had hundreds of communications from housewives
and others, and letters protesting against the high price of beef?

Senator O'MAHoNEy. The Senator from Utah could cooperate with
me very effectively in changing that situation. The reason for the
high cost of meat is very simpe. Your livestock producer, the pro-
ducer of sheep and the producer of cattle, deals with four big cor-
porate packers and he takes what is given to him. These same
packers who buy the product of the farm and the range are the ones
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who make the price to the consumer in the cities. The producer does
not receive anything like the price which is paid by the consumer.

Now, may I just put one or two figures in on that point I It will
just complete tihe record. Again I received these from the Bureau
of Agricultural Economics.

In 1928 the average per pound farm price of beef cattle was 9.12
cents. In 1929 it was 9.15 cents. In 1930 it was 7.46 cents; in 1931
it was 5.31 cents; in 1932 it was 4.07 cents; in 1933 it was 3.63 cents;
in 1934 it. was 3.88 cents, and in 1935, largely as the result of the
drought. purchasing program, 6.49 cents; in 1936, 6 cents; and esti-
mated for 1937, 6.95 cents. That is the farm price, and, of course,
obviously it is not at all comparable with the price which the house-
wife pays for the steaks, the pork chops, and the lamb chops she
serves on the table.

The CHAIRMAN. Senator, thank you very much.
Senator O'MWAHoNEy. Thank you.
The CHAInM ,. I desire to place in the record a letter from the

Secretary of State and a memorandum from the Tariff Commission,
both of which relate to Senator O'Mahoney's amendment.

(Matter referred to follows:)
MAwCH 24, 1938.

The Honorable PAT HARalsoN,
Chairman, (Jommlltee. os Finance, United Stlates Senate,

Mr DAa SENATOR HARRISON: I refer to the request, transmitted by the clerk
of the Committee on Finance, for a report and comment on an amendment
intended to be proposed by Senators O'Mahoney, Schwarts, Adams, and John-
son of Colorado to H. R. 968. This amendment would levy an import tax
of 3 cents per pound on cured or cooked, steamed, prepared, or preserved beef.
The principal product affected by the proposed tax would be canned corned
beef, which i; Imported chiefly from Sonth America.

It Is my opinion that the proposed tax should not be approved. I am con-
vinced that adoption of the amendment would not be beneficial, but, on the
contrary, would be Injurious to the cattle industry. This conclusion rests upon
two main grounds: first, that even the complete exclusion of canned corned-
beef imports would not have any appreciable effect upon cattle prices In the
United States; and second, that the proposed action would have adverse effects
upon the domestic market for beef.

As regards the effect of Imports of canned corned beef upon cattle prices,
there are two main points to be kept In mind. The first Is that the amount of
canned beef imported In recent years, while considerably greater than the
normal amounts owidg to the effects of drought upon domestic supplies, has
nevertheless not been large enough to have material effect upon domestic cattle
prices, and would not have had material effect even if It had been directly
competitive with domestic beef. The second Is that these imports of canned
beef are, as a matter of fact, not directly competitive with domestic beef. for
the reason that there is practically no domestic production of canned corned
beef.

With regard to the first point, attention is called to the relation of canned
corned beef imports to our total production of dressed beef, on the assumption
that such Imports are, to some extent, indirectly competitive with dresd beef.
Last year, when domestic supplies were extremely small, the dressed weight
equivalent of Imports of canned beef was between 2 and 3 percent of United
States production of dressed beef. In years of more normal supplies and lower
prices of domestic beef, imports of canned beef are equivalent to an even
smaller proportions of domestic supplies.

Imports of canned beef have not been unduly large In view of the situation
created by the droughts of 1934 and IN3. Imports amounted to 80,000,000
pounds in 192 and reached a low of 20.000,000 pounds in 1931. As purchasing
power In the United States increased, Imports in the following 3 years Increased
to 47,000,000 pounds In 1934. Largely as a result of the shortage in meat sup-
plies caused by the drought of 1934, and the resulting higher meat prices,
imports of canned beef Arose to 76,000,000 pounds in 195 and to 88,000,000
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potuds in 193X. In 193, despite the acute shortage and unusually high price
of meats during a considerable part of the year, imports were approximately
the same as In 193. In the past 2 years, therefore. Imports have been only
about 10 percent greater than in 1929. Furthermore, the downward trend of
fresh meat prices which has occurred recently has lessened the demand for
canned beef and Imports have declined considerably In the past several months.

As already Indicated, however, there Is practically nodomestic production of
canned corned beef. In contrast to the practice In Argentina and Uruguay,
where a good grade of cattle is used for canng purposes, "canner" cattle
in the United States consist mainly of old cows which are no longer useful for
milk production. They are the "end-product" of the dairy industry. The de-
mand for fresh beef In the United States is so strong that It does not pay to
convert ordinary beef cattle, of a quality comparable to those used for canning
in South America, into canned or otherwise preserved meats on. any appreciable
scale. The supply of "canner" cattle Is relatively small and, since about 1927,
substantially the entire quantity has been used for other purposes. Most of
the low grade cattle and cows slaughtered In this country are used in .the
making of sausage.

Elimination of imports of canned beef would not reult in an equivalent
Increase in domestic production of canned beef and In the demand for American
cattle. Domestically produced beef of the canner grade can be sold as sausage
for almost twice as much as it will bring as canned beef. American packers
could not afford to put the better grades of beef, such as are used in South
America, Into cabs, since they can get much more for such beef by selling it as
fresh meat. It would be highly disadvantageous to the American cattle producer
If he had to sell his cattle on the basis of a price that would permit the beef to
be canned and sold In the domestic market.

So much as regards the immediate relation of Imports of canned corned beef
to domestic cattle prices. It Is obvious from these facts that the proposed tax
would not materially affect domestic prices even though it totally excluded such
Imports in the future. Meanwhile, however, Its adoption would have other.
effects which would be distinctly unfavorable from the standpoint both of the
cattle producers and of the country as a whole, the second main proposition
which I mentioned at the beginning of this letter,

Sound economic recovery in this country is dependent in large measure upon
a healthy revival of foreign trade. Unreasonable curtailment of Imports is a
step In precisely the opposite direction. Employment would be reduced and, with
it, consumer purchasing power. Beef is highly responsive to upswings and
downswings In purchasing power. A strong domestic demand for beef Is of
immeasurably greater importance to the cattle Industry than is the fact that a
small part of that demand is met by imported canned beef.

The proposed tax would almost certainly Interfere seriously with our mutually
profitable trade with Argentina and Uruguay. Argentina Is (based on 193
figures) the twelfth most important market for United States exports. In 1938
United States exports to Argentina were valued at $57,000,000 and a preliminary
report indicates that our exports increased e5 percent in 193 to a total of $94,.
000,00. Our exports to Uruguay In 1936 amounted to 8% million dollars and
in 193? to more than $13,000.000.

Our exports to Argentina and Uruguay normally exceed our Imports feaff
these countries. In the past 3 years the balance has been the other way, largely
as a result of increased Imports of commodities affected by the droughts of 1934
and 19W In the United States. With the return of more normal crops in this
country, Imports of drought-affected commodities have already begun to declne.
A further artificial restriction of our imports of canned beef from these coun-
tries, by means of greatly increased import duties, doubtless would soon result
in reduced exports of American products.

As I pointed out In my recent letter to you concerning the proposed imposition
of additional Import taxes on pork, the placing of unreasonable burdens on our
foreign commerce is inconsistent with our present commercial policy and con-
trary to the *best Interests of the country. An embargo policy Is a dangerous
game that can be played by all with disastrous results for all. Once you embark
upon an embargo policy, you must be prepared to see its boomerang effects spread
far and wide.

Because of the urgency of the matter this report has not been SubmIttc4 to
the Acting Director of the Bureau of the Budget,

Sincerely yours, (Signed) Cos H --t
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Uirrm STAiu TAWxn ComuissoN,
WooAipngton, March 26, IN3S.

Memorandum on canned beef for the Finance Committee of the United States
Senate.

The amendment proposed by Senators O'Mahoney, Schwartz, Adams, and
Johnson of Colorado to H. B. 9682 would place a tax of 8 cents per pound on
imports of beef, cured or cooked, steamed, prepared or preserved. The prin-
cipal product affected by this tax would be canned beef. The tax would be In
addition to the present import duty of 6 cents per pound.but not less than 20
percent.

Owing to a shortage of raw materials resulting from a dicllne in numbers of
slaughter cattle, the domestic production of canned corned and canned roast beef
almost ceased early tn 1927. Since then nearly all the raw material available
(low-grade boned beef) has been used in'sausage, the demand for which has
been grOwing steadily since the war. Domestic consumption of canned beef has
been supplied almost entirely by imports, preddm antly of canned corned beef,
entering principally froi Uruguay and Argentina. There was no change In this
situation after the domestic beef shortage disappeared In 1960, in spite of (1)
very low pr~cs of Infeior domestic cattle In 131--3d, and (2) and increase In
the duty of from 20 percent (equivalent to about 2.5 cents per pound) under the
act of 1922 to 8 cents pr pound (but not less than 20 percent) under the act of
1930. The 6cnt rate has applied to practically 100 percent of total entries of
canned beef since 1980, and In 1937 had an ad valorem equivalent of about 5S
percent.

In October 193a Presidential order directed that the Army. Navy, and
Civilian Conservation Corp camps be supplied With domestic products. In
1934 and early In 1985 there was a heavy production on Government account for
"relief" uses. Aside fr6m this noncommercial production, predominantly of
canned roast beef, the domestic output of canned beef since early in 1927 has
consisted almost entirely ,0f comparatively high-priced specialties.The following tabulation shows domesticexports ind lmp6rts (for consump-
tion) of canned beef, together with unit values, for 1928 to 1937, inclusive.
Statistics of Imports after the middle of 1930 are for those dutiable at 6 cents
per pound, 1. e., valued at not more than 30 cents per poupd, and predominantly
canned corned beef. Entries dutiable at the ad valorem rate have always been
relatively unimportant. In recent years Uruguay has been the largest sipplier
of canned beef, closely followed by Argentina. Paraguay, and more recently
Brazil, also export this product to the United States. Entries from other
countries are relatively small. United States exports are relatively high-priced
specialties not comparable with the import&

Impor# and epore of caused beef, 192 -86
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year PW

Export ImporI ;, Iports Imports

,9 ..................................... 3 ,.
,97................................... %in ILI
2......................................... . .1,0, 736 S2 311

13.................I ..................... ,40279.99: %• 1W7
I .......................................... 7 A M,06 13,
3521V ............................. 2,0 1. 455 )4-8

i, .........I.. 1.00 ILIo &#
%I"$ 46.P3 32.6 &8

15...............................1 us 37 1.31
195........................... ........ ~ 1760 30.2 &48
to?5............................ ........ 72 8M,091 2*6 19.4

I Immou dutiable at the ad voailiew rate, and not Included herein, have avera ed es than 0.02 Percentof o" Imp" of maned beeft it 19•

Domestic canner cattle, which supply the bulk of the raw material for sausage
and/or canned beef, are principally discarded dairy cows. South American
canner cattle are principally dlscai-ded beef cows, hence are much better fleshed
than domestic canners. A domestic canner cow yields about 19 pounds of
cooked beef, refidi for canning, per 100 pounds live weight, as compared with
22.2 pounds from a South American canner animal,
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In 1038 Imported canned beef was landed in New York, ex-duty, at an average

cost of approximately 10.1 cents per pound, as compared with 10.0 cents In 1937.1
On the basis of Chicago prices of canner cows' similar domestic canned beef
would have cost about 20.2 cents and 28.5 cents in these respective years. Dif-
ferences amounting to 15 to 18 cents per pound are likely to continue for the
following reasons. In the United States the demand for fresh beef results
In relatively high prices for carcass beef, and the lower grades of beef bare
a more profitable outlet in sausage than In canned beef. In recent years the
domestic output of sausage, about 50 percent of which is made of beef, has
averaged nearly 1,300,000,000 pounds per annum. All of the beef from canner
cattle' has been used to supply the demand for sausage material; In addition,
the production of sausage has taken trimmings and parts of higher grade
carcasses in about twice the amount of the beef available from canner cattle.
In South Amnerica the outlet for fresh beef has declined In recent years and the
demand for beef for sausage making is comparatively small, with the result
that much larger quantities of beef have been canned.

Argentina and Uruguay dominate the world export trade In dressed beef.
However, because of our sanitary embargo, such beef cannot enter this country.
Only South American cooked or cured beef, which has entered almost entirely
In the form of canned beef,' can be Imported as long as the embargo s in effect.

In this country consumers buy canned beef for reasons of economy, con.
venlence, or for a "change." The direct competition is principally with sausage
and canned or other domestic prepared meats and fish products. The following
tabulation shows prices In Washington chain stores (March 25. 1938), cfo
Imported cauned corned beef and some of the domestic meat and fish products
with which it principally competes. Prtee per posad

(cests)
Imported canned corned beef (12-ounce cans) -------------------. . 24-25
Canned salmon (Argo-pink, 16-ounce cans) --------------------------- 27
Canned fish roe (8-ounce cans) --------------------------------------- 20-28
Sardines, ordinary (3%-ounce cans) ---------------------------------- 38
Lun.-heon meats, etc ----------------..........----------------------- 30-45
Bologna --------------------------- ----------------------------- 2.5
Frankfurters (Briggs) -------- ......................-------------- 25

It Is unlikely that there would be a substantial domestic production of canned
beef (comparable with the imported product) even if the duty were doubled.
Such a duty, however, would result In higher prices to consumers, and probably
In a considerably smaller consumption of canned beef. If the duty were raised

- sufficiently to make United States production profitable, prices to consumers
would be still higher and consumption less.

The Tariff Commission some months ago made a comparison of
the imports of canned beef in 1936 with the production in that year .

of the cheaper grades of beef, veal, pork, and mutton. These figures
indicated that production in that year of the grades of meat that
might be considered competitive with imports of canned beef
amounted to 6,444,000,000 pounds, while the imports of canned beef
were equivalent to 176,000,000 pounds of dressed beef or equal to
2.7 percent of the production. The comparison would not be ma.
terially different for 1937. The imports in 1935 to 1937, however,
were much larger than before, chiefly by reason of drought condi-
tions in this country and consquent high prices of meats.

' Foreign value plus one-half-cent transportation and other charges.
pAbout $3.23per 100 pounds In 130. and 13.75 In 1937. les net credits of about 25 cents

per 100 pounds for bypr6ducts of cattle slaughter,. and boning operations. Processing Costs
average about 10. cents per pqund after the beef lattoned out.

'Production of carcass beer averaged 8326,0OO,.0 pounds per year In the period of
19T-.30. Of this about a percent was of 'low cutter" or "cahno dr s he other grades
and proportions of the total are :choice and prime," 5 Percent; "Od," 22 percent;
I'meat m." 48 percent: "common," 11 percent *and "rotter," p rcent.

'The tnned beef Imported Into the Unted tates In 1936 and 1937 was equivalent to the
careas beef of about oo0.head of 730-pound done rtic canner cattle, or sp roxitatels
53,000 head of South American stock of similar welgbt The careas equvalent of this
imported canned bef~ amounts to about 3 percent of the total United States production of
carcass beef, and slightly exceeded the estimated domestic production of cancer beef.


